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Invest today with 


HASTINGS and THANET 


BUILDING SOCIETY 


I 
Increased <8 2 % Interest Rate 


Any amount from £1 to £5,000 may be invested. Income Tax is borne 
by the Society and the dividend compares with a gross yield of £6. 1. 9 
po cent. where the investor is liable to tax at the full standard rate. 

egular savers earn 4 per cent. net—limit £10 a month. There is no 
depreciation of capital and excellent withdrawal facilities are available. 


Please call or write for a copy of our booklet “ Profitable Investment.” 


Hastings and Thanet 


BUILDING SOCIETY 
Established ever 100 years Assets £20,000,000 Reserve strength £1,000,000 
Head Offices: - 
29-31 HAVELOCK ROAD, HASTINGS 46 QUEEN STREET, RAMSGATE 


99 Baker Screet, London, W.!. 41 Catherine Street, Salisbury. 3-4 Cecil Street, Margate. 4 St. George's 
Place, Canterbury. 4/ Fishergate, Preston. 88 Mosley Street, Manchester, 2. 111 New Street, Birmingham, 2 
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is your office 


subsidiary 
eee or 
all embracing? 


£ for £, the use of machine accounting methods 
can save as much for small offices as they can 
for large ones. It is simply a matter of 
well-planned systems and appropriate well- 
installed machines. With the world’s most varied 
range of ‘comprehensive’ and ‘specialist’ models 
at their command (over 70 standard models alone), 
National’s system consultants can plan for you 
exactly the system you need. Our surveys 

and reports are absolutely free and gladly given 


without obligation. May we confer? 





“Small Office’’ BOOKKEEPING MACHINES 
to bring the advantages & economy of 
fully integrated machine accounting 
within the financial compass of 

small offices. 


2. All-Purpose ACCOUNTING MACHINES 
instantaneously adaptable to take 
anything & everything in their stride 
Multi-Total. All electric typewriter 
for unlimited description. 


Be High-Speed ADDING MACHINES to list 
and total almost anything far faster 
than ever before. When used for 
calculation both factors and results 
are printed out in sequence order. 


Demonstrations on request 


ACCOUNTING AND ADDING MACHINES 


THE NATIONAL CASH REGISTER COMPANY LTD 206-216 Marylebone Road London N.W.1 PAD: 7070 
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MR F. E. G. HAYWARD 


who has been appointed a joint chief general manager 


of the Midland Bank on the death of Mr Foseph Fitton 





ES SERV RIN I A PROT 


we rr 


A EE 


- Se oad [pt ey We 2 le tae RSE 











\P 


lan / tor Linoleum for good looks and long life : 
/ 


Linoleum brings beauty and efficiency to any 
commercial interior, along with outstanding 


upkeep economies. This photograph of the 
Entrance Hall, Government Offices, Whitehall F 
Gardens, shows how skilfully the Architect 


has made use of Linoleum’s impressive 





Arclatect for the Ministry of Works— decorative value whilst providing a flooring 
E. Vincent Harris, O.B.E., R.A. ; , ie 
Linoleum Installation: V.G. (London) ) Ltd, that resists scuffing and abrasive wear, ' 


that is quiet and comfortable underfoot, low in 





first cost, and remarkably easy to clean and keep clean 
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FOR LONGEST WEAR EVERYWHERE 


LiNOLEU MM 


**THELMA’”’ stands for The Linoleum Manufacturers’ Association, 127 Victoria Street, London, S.W.|! 
THELMA = For further information write to the Association or to any of the tollowing members: 


BARRY OSTLERE & SHEPHERD LTD..KIRKCALDY . DUNDEE LINOLEUM CO.LTD.,DUNDEE . LINOLEUM MANUFACTURING C9. LTD. 
6 OLD BAILEY, LONDON, E.C.4 . MICHAEL NAIRN & CO. LTD., KIRKCAILDY . NORTH BRITISH LINOLEUM CO. LTD., DUNDEE 
18 SCOTTISH CO-OPERATIVE WHO! ESALE SOCIETY LTD., FALKLAND, FIFE . JAS. WiLLIAMSON & SON LTD., LANCASTER 









































A Financial Notebook 








Banks and Gilt-edged 


Tue London stock markets, as our 
opening article shows, have main- 
tained an admirable sang-froid in 
face of the Suez crisis. ‘The gilt- 
edged market, in particular, showed 
a marked resilience as soon as the 
first fears of a resort to force abated, 
and was then noisily talked upwards 
by an unusual consensus of City 
chatter and press comment. The 
starting-point of this optimism, first 
noticeable a month or so before the 
Nasser intrusion, was the evidence 
that the Chancellor would be re- 
luctant to countenance any signifi- 
cantly stiffer dose of monetary 
medicine. ‘The case was then built up 
on the hypothesis that the banks 
may soon take their first big plunge 
into the market since their bedraggled 
climb out of it last year. 

This hypothesis rests partly on the 
quietly improving trend (strictly ex- 
Suez) of the economy and partly on 
the Chancellor’s attitude. But it rests 
even more on a series of technical 
considerations, most of which express 
themselves in the strengthening— 
actual and prospective—of bank 
liquidity. By itself alone, that is no 
argument for bullishness, for if 
official policy were fully orthodox 
the authorities would be aggressively 
offering gilt-edged on attractive terms 
in order to mop up the liquidity. 
As it is, such market-stressing tactics 
are deemed either impracticable or 
undesirable, and the authorities seem 
content to rely instead upon their 
efforts, noted in The Banker last 


month, to persuade the banks to 
convert any excess of liquid assets 
into gilt-edged—which the “ depart- 
ments ”’ stand ready to supply. 

This attitude is not, of course, 
any guarantee that a plunge will be 
taken. But, whatever the degree of 
the banks’ desire to meet the official 
wishes, the mere fact that they have 
been voiced is an influence tending 
to assist gilt-edged, at least in the 
short run. It offers some assur- 
ance that, however anxious the 
authorities may be to sell, they are 
unlikely to force stock on an un- 
willing market. ‘This implication, 
combined with the bank purchases 
disclosed by the mid-July return 
(discussed in a later note), has 
obviously played a big part in the 
market’s subsequent reasoning, and 
in its buoyancy since the mid- 
August redemption of the £167 
millions of unconverted War Bonds. 
Presumably the authorities hope that 
the market appetite will grow in 
feeding. 


The Boards Repay 


Meanwhile, it is generally con- 
sidered that the liquidity prospect 
before the banks for the next few 
months is more than _ seasonally 
favourable. Contrary to some earlier 
expectations, the Treasury has seized 
virtually the first opportunity after 
the passing of the Finance Act to 
launch the new system of financing 
the nationalized industries direct 
from the Exchequer, and has even 
enabled them to start the repayment 
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of their accumulated indebtedness 
to the banks. The first repayments 
were made a fortnight ago, and 
further instalments will be paid 
around the middle of each month 
up to next March, by which time 
the total outstanding is expected to 
be reduced to some £60 millions— 
which may be approximately the 
extent of the limits likely to be 
needed for the short-term require- 
ments that will continue to be 
financed through the banks. Pre- 
sumably with the object of keeping 
down the Treasury’s need to borrow 
on this account during the lean 
revenue season, the repayments are 
not expected to be much in excess 
of £5 millions a month until the 
new year, when the rate will be 


stepped up. 


Bigger Sales from 
‘* Departments ”’ ? 


The new burden on the Treasury 
will, however, be much greater than 
this, as was shown by the first of the 
new ‘below-line’”’ entries in the 
Exchequer return, which last month 
recorded advances of {£14 millions 
for the CEA, £5 millions each for 
Gas and Transport (the latter will 
this year join the ranks of the big 
borrowers) and 3.2 millions for 
other state corporations. These 
advances are being made for periods 
related to the life of the particular 
assets being created—generally for 
25 to 30 years, except for the air- 
ways corporations, which are ex- 
pected to borrow for 7 years—at 
rates at which the Government itself 
would reckon to pay for such 
periods. ‘The present rates are 54 


per cent for over 15 years and 
54 per cent for shorter periods. The 
borrowers have opted to repay the 
advances by equal annual instal- 
ments of principal. 

In any assessment of the effects 
of this new system, it is important 
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that the gilt-edged market—and, 
above all, the Treasury and the Bank 
of England—should remember that 
its avowed purpose is to minimize 
the recourse to floating debt. The 
market may rejoice that it no longer 
has a big new Electricity or Gas 
issue overhanging it; but its satis- 
faction could easily be misplaced. 
If in the past there was any urgency 
behind the departmental sales of the 
take-up of such stocks, that was 
chiefly because of the need to re- 
deem the Treasury bills by which 
the take-up had been financed. 
Precisely the same _ consideration 
obtains still—and, indeed, if the 
policy is to be vindicated, the 
Treasury (directly or through the 
departments) must now sell more 
stock than would have been sold if 
the boards were still issuing their 
own Government-guaranteed stocks. 
Moreover, the need to sell stock is 
enhanced by the repayments of the 
accumulated bank advances, by the 
advent of ‘Transport as a large bor- 
rower, and by the fact new bank 
advances are no longer available to 
provide temporary relief from 
Treasury bill finance. 

This accumulation of pressures 
explains, if it does not excuse, the 
monetary authorities’ efforts to per- 


suade the banks to absorb gilt-edged 


to the extent that their liquidity 
becomes excessive. But, after Suez, 
there is now room for more than 
one opinion about what liquidity 
ratio is “‘ excessive ’’—and the threat 
of a squeeze in the “ revenue” 
quarter of the new year, if the 
premium bond _ catches _ public 
imagination, may be abnormally 
great. As the first of the August 
statements show, it cannot be taken 
for granted that the banks will rush 
into the market; but it ought to be 
taken for granted that the depart- 
ments will readily supply at least as 
much stock as the banks demand. 









































Dr. Vocke Abjures Revaluation 


“The D-mark is stable and will 
be kept stable; it will quite definitely 
not be revalued’’. In these unmis- 
takable terms Dr Vocke, president 
of the Bank deutscher Laender, last 
month scotched the rumours started 
in July by the proposal made by 
Dr Erhard, the Minister of Eco- 
nomic Affairs, for a reconsideration 
of European exchange parities. Dr 
Vocke, speaking at the celebration 
of the centenary of the Vereinsbank 
in Hamburg on August 11, recog- 
nized that Germany’s payments sur- 
plus is being reinforced by its 
restrictive credit policy; but in 
abjuring revaluation as a remedy he 
declared that ‘“‘ other factors than 
mere price relations’”’ are involved 

notably ‘“‘ cyclical tendencies in 
other countries ’’. He added, more- 
over, that to have a balance of pay- 
ments surplus “‘is not exactly a 
crime ’’. The recent inflow of specu- 
lative funds, however, was unwanted. 
The increase in liquidity resulting 
from these transfers and from the 
surplus on current account is natur- 
ally tending to undermine the official 
policy of credit restriction. Dr Vocke 
asserts however, that, when neces- 
sary, the central bank will counter 


this tendency by raising the com- 
mercial banks’ minimum _ reserve 
requirements. 


Improving Government 
Statistics 


Early last month the Chancellor 
announced his plans for improving 
official economic statistics, in accord- 
ance with his declared intention in 
his budget speech. Mr Macmillan 
now points to three general aims in 
the ‘“‘immediate programme’”’: to 
be more up to date; to reduce the 
intervals at which statistics are col- 
lected and published; and to con- 
tinue the assault on the remaining 
gaps in the economic Bradshaw. A 
serious gap remains in the vital 
information about investment. One 


_ important improvement made within 


the past year has been the collection 
of quarterly statistics of expenditure 
on stocks and fixed capital assets 
from a sample of firms, well repre- 
sentative of manufacturing industry, 
but including far too few firms in 
private transport, distribution and 
the service industries. Moreover, 
little information about this sector 
is available from the annual census 
of production. Accordingly, it is 
now proposed to institute an annual 























With over 660 Branches spread across Canada, and offices in Paris, 
New York, Chicago and San Francisco, the Bank is in a position to offer 
unsurpassed facilities for every type of Banking Business. 


London Offices: 47 THREADNEEDLE STREET, E.C.2 
9 WATERLOO PLACE, S.W.|I 


Incorporated in Canada with Limited Liability 
eee 

en oe 
535 


BANK OF MONTREAL 


Head Office: Montreal 
Total Assets Exceed $2,700,000,000 


Financial Agents of the Government of Canada in London 

























sample enquiry in these trades, 
which will be compulsory, and also 
to seek from more firms quarterly 
information on a voluntary basis. 
A further projected improvement is 
the extension of information about 
orders for capital goods, particularly 
new building contracts. 

Another welcome “ important ob- 
jective ”’ is the publication of national 
income and expenditure figures on a 
quarterly basis—and also, it is to be 
hoped, with a substantially shorter 
time-lag than the four months of the 
preliminary returns in the present 
annual series. For this purpose, the 
Treasury is to invite a number of 
companies to provide to the Inland 
Revenue, voluntarily and in con- 
fidence, quarterly summary estimates 
of profits. The estimates of con- 
sumer expenditure and the retail 
price index will be improved by 
making a continuing enquiry into 
incomes and spending among a 
small sample of households. Finally, 
the co-operation of the Bank of 
England is to be sought in an attempt 
to improve the statistics of the 
balance of payments, and especially 
these estimates of capital transactions 
—perhaps the most serious statistical 
gap of all. 


Estimates of Net Investment 


The highlight of this year’s blue 
book on National Income and Ex- 
penditure is the essay into estimation 
of capital consumption (the current 
use of fixed capital assets) and 





hence of net capital formation. This 
measures not changes in the quantity 
of assets in productive use but the 
net increase in present and future 
productive capacity. By taking 
account of depreciation, net capital 
is shown in its two dimensions 
—duration of future life as well as 
capacity of existing assets. The 
dificulty of measuring depreciation 
has hitherto prevented official esti- 
mation of net investment and net 
national income. Early last year, 
however, a senior official statistician, 
Mr Philip Redfern, ventured into 
the field in a personal paper (sum- 
marized in The Banker in February, 
1955), and now the blue book uses 
Mr Redfern’s methods to extend the 
outlines of the story to 1955. 

The findings are summarized in 
the accompanying table. On the 
whole, they make encouraging read- 
ing. Net fixed investment has been 
increasing substantially in recent 
years. By 1953 it had surpassed its 
volume in 1938, and last year it 
rose in volume by 12.1 per cent 
(compared with a rise in gross fixed 
investment of 7.8 per cent) and 
reached 8.5 per cent of net national 
This compares with only 


income. 
5.7 per cent in 1948. But in Ger- 
many net investment in 1955 1s 


estimated at 16.6 per cent. 

Among the wealth of other statisti- 
cal information mapped out in the 
blue book is a significant downward 
revision of the April estimate of last 


BRITAIN ’S NET CAPITAL FORMATION, 1938-55 
(£ millions at 1948 prices) 


1938 1948 

Gross domestic product at 

factor cost = a — 10,189 
Less capital consumption .. —904 
Net domestic product - —- 9,285 
Gross domestic fixed capital 

formation , ; 1,559 1,435 
Less capital consumption ..  —835 —904 
Net domestic fixed capital 

formation 724 531 


Per cent of net domestic 


product .. vi ed = Ce 


year’s investment in stocks and 
1950 1952 1953 1954 1955 
10,935 11,411 11,848 12,421 12,848 
-972 -1,037 -1,073 -1,119 1,169 
9,963 10,374 10,775 11,302 11,679 
1,643 1,661 1,837 2,004 2,161 
~972 -1,037 -1,073 -1,119 -1,169 
671 624 764 885 992 
6.7 6.0 7.1 7.8 8.5 



































works in progress—from a physical 
increase of £350 millions to £300 
millions (or rather less than the 
increase, at current prices, in gross 
fixed investment). The public sector 
ran down its stocks by £128 millions, 
and stocks of companies rose by 
{£374 millions, compared with £211 
millions in 1954. Stock appreciation 
added another {£122 millions (com- 
pared with £53 millions in 1954) to 
the finance needed to cover the 
increase in total stock values. 


IFC Starts Up 


The International Finance Cor- 
poration was established late in July 
as the adherence of France and Ger- 
many brought the number of mem- 
bers above the minimum of thirty 
and the total subscribed capital 
above the minimum of $75 millions. 
Britain and the United States be- 
came members earlier this year. 
The charter of IFC provides for 
operations that will complement 
both those of its sponsor, the World 
Bank, and private investors. ‘Thus, 
the corporation will lend not to 
governments but to private industry, 
and then wherever possible in com- 
pany with other private investors. 
Its loans are to be made not at fixed 
interest rates but usually with some 
participation in profits, and they 
may carry rights for subsequent 
purchasers to convert into equity 
stock (which IFC itself may not 
hold). ‘The corporation is intended 
to make such re-sales as soon as 
they are expedient and profitable, 
and thus to revolve its funds to the 
maximum extent. 

Further details of the way in 
which the management of IFC in- 
tends to operate have now been 
given by Mr Robert L. Garner, a 
former New York banker who re- 
signed his post as vice-president of 
the World Bank to become president 
of IFC. He detailed five criteria 
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for an IFC investment: the project 
itself and its prospects; possibility 
of re-sale; satisfactory private part- 
ners; existence of experienced 
management; and the political and 
economic risks—which might be 
lessened by the corporation’s par- 
ticipation. ‘These conditions clearly 
rule out major investments in public 
utilities, Communications and very 
large industrial projects. The IFC 
would be interested mainly in 
medium-sized companies, usually in 
manufacturing; and the upper limit 
for individual investments would 
‘probably be in the one and two 
million dollar bracket’’. In short, 
Mr Garner stated, IFC would seek 
to act as a catalyst to attract private 
investment; it is indeed “the first 
inter - governmental _— organization 
which has as its objective the pro- 
motion of private enterprise ’’. 


Premium Bond Details 


The premium bond is to be intro- 
duced on November 1, rather earlier 
than was initially expected. The 
full details of the scheme have now 
been made known. The limit of 
individual holdings of the £1 bonds 
is to be 500, substantially more than 
was suggested by the Chancellor in 
the budget speech. Juveniles under 
sixteen are to be barred from partici- 
pation. The bonds will be on sale 
at post offices and banks, but indi- 
vidual records of each holding will 
be kept. Bonds will not be eligible 
for prizes until they have been held 
for six months; thus the first draw 
will take place next June and thence- 
forth monthly. 

The money available for prizes 
will be equal to 4 per cent a year on 
the amount invested. Thus, for each 
£250,000 invested for one year there 
will be 237 prizes, ranging from one 
of £1,000 to 200 of £25. The cost 
of administration will raise the true 
interest cost to the Treasury very 











substantially: the separate depart- 
ment set up by the Post Office to 
work the scheme is expected to cost 
about £500,000. 

Meanwhile, the new tenth series 
of national savings certificate intro- 
duced at the beginning of last month 
and yielding {4 3s 11d net over 
seven years and {7 5s 11d per cent 
gross to taxpayers at the standard 
rate has got off to a good start. By 
August 25 sales had reached about 
£45 millions, which was comfort- 
ably above sales in a comparable 
period after the introduction of the 
ninth series in 1951. It must be 
noted, however, that encashments of 
certificates in anticipation of this 
issue have been unusually large. 


Rising Trend of Deposits 


By far the most important change 
shown by the clearing banks’ mid- 
July statement was, as noted above, 
the rise in investment portfolios by 
£30 millions, the first significant 
increase since the phase of major 
sales. ‘Two-thirds of this movement 


July, Change on 
1956 Month’ Year 
£mn {mn {mn 
Deposits .. 6238.1 —44.7 -168.3 
‘Net’ Dep* 5987.9 +16.8 -171.2 
%t 
Liquid 
Assets 2146.0 (34.4) +37.3 +137.7 
Cash .. 508.5 (8.2) - 8.4 - 26.8 
Call Money 427.3 (6.8) -20.0 -— 30.9 
Treas Bills 1097.0(17.6) +66.4 +186.7 
Other Bills 113.2 (1.8) - 0.7 + 8.7 
‘< Risk 99 


Assets 3922.8 (62.8) -15.0 - 309.9 
Investments 1993.0 (31.9) +30.2 - 104.8 
Advances .. 1929.8 (30.9) -45.2 -205.1 


* Excluding items in course of collection. 

+ Ratio of assets to published deposits. 
was attributable to Barclays, and the 
remainder to Lloyds (£5.4 millions), 
Martins ({4.3 millions), Coutts and 
Glyn Mills. Even after these pur- 


chases, all of these banks, except 
Lloyds, showed a liquidity ratio 
above the average; that rose from 


33.5 to 34.4 per cent. 
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Net deposits rose in the eighteen 
days by {17 millions, whereas in the 
twenty days last year they fell by 
£134 millions, but in both periods 
the change in net deposits and in 
advances was distorted by the end- 
June inflation of transit items. Over 
the two months from mid-May, net 
deposits rose by £127 millions, com- 
pared with only £54 millions in 
1955, and Lloyds seasonally-adjusted 
index rose by 0.2 from the level of 
104.8 maintained since April; in 
July, 1955, it stood at 107.8. Ad- 
vances rose during the two months 
by £20 millions, a movement that 
implied some decline in the demands 
of the private sector of the economy, 
since borrowings by the nationalized 
industries must have considerably 
exceeded that sum. 


A New £5 Note 


The Bank of England’s five-pound 
note, virtually unchanged in design 
for a hundred years, will give way 
early next year to an entirely new 
note—a coloured one only slightly 
larger than the one-pound note. 
The innovation will be widely wel- 
comed. ‘The rise in the price level 
since the war has greatly increased 
the use of the five-pound note—in 
July the value of the notes in circu- 
lation comprised 13.8 per cent of 
the total note circulation, compared 
with 7.7 per cent in July, 1939— 
but its unwieldy size has caused con- 
siderable inconvenience. 

The Bank of England is also 
planning the issue of an entirely 
new series of notes (£5, £1 and 10s) 
bearing the Queen’s portrait. 
Hitherto, the head of a reigning 
monarch has never appeared on 
Bank of England notes—though the 
portrait of George V did appear on 
the Treasury notes issued between 
1914 and 1928. It is understood 
that the new notes are unlikely to 
be ready for issue for several years. 













































Suez and Sterling 


HATEVER reservations may be held about certain aspects 
of the Government’s handling of the Suez crisis, there can 
be none about its assessment of the urgency of the situation. 
Colonel Nasser’s nationalization of the Suez Canal Company 
on July 26, a week after the United States and Britain had withdrawn their 
offers of aid for the High Dam project, did not by itself involve a breach 
of the international agreements through which the freedom of passage 
is guaranteed. But the arbitrary and aggressive manner of his act, and his 
declared intention of mulcting the revenues of the canal for the finance of 
the dam, were bound to be interpreted as an immediate threat to that 
freedom. Any interruption of the flow of oil and materials through Suez 
would involve a most costly and burdensome imposition on the economy 
of Britain and Western Europe. The European powers, and above all 
Britain, could not remain impassive to such a menace to their livelihood; 
and the military preparations swiftly and loudly set in motion by Britain 
and France pointed to grave and incalculable dangers. 

If resort to force is avoided—and the chances that it will be seemed 
to improve appreciably after the London conference in the second half of 
last month—the primary danger of the Suez crisis, as the Prime Minister 
himself has pointed out, is economic—though Colonel Nasser’s action 
could clearly have most serious political reactions in the Middle East oil- 
producing states. ‘The actual economic consequences that have been felt so 
far are admittedly not great, and the psychological response of the markets 
has been unusually collected and restrained. None the less, the effects on 
the economy deserve close attention, first because until the crisis is resolved 
they are in constant danger of being sustained and intensified; and, secondly, 
because sterling and the British economy are at present vulnerable to even 
minor and temporary additional strains or disturbances. 

The most important action taken in the economic field has been the dis- 
ruption of Egypt’s trade with Britain and France by the freezing of the 
sterling and franc assets of the Canal Company and of all Egyptian official 
and private accounts; the United States has frozen only the accounts of 
the Canal Company and the Egyptian Government. Britain’s action 
removed Egypt from the transferable account area, and subjected all pay- 
ments to and from Egyptian account to detailed control. In practice, the 
only out-payments that have been approved have been small cash drawings 
by Egyptian residents in Britain, and payments in respect of goods shipped 
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or covered by confirmed credits before July 27. The Export Credits 
Guarantee Department withdrew cover on exports to Egypt on August 2, 
though it has intimated that cover granted previously will be interpreted 
to include the risk of non-payment resulting from the action of the British 
Government. Finally, the Board of Trade has tightened its licensing 
procedure for exports to Egypt, and banned all exports of arms outright. 

The immediate reaction of the Egyptian authorities to the freezing of 
funds was to state that they would require British and French ships to pay 
canal dues in cash; but the threat was never enforced, and shipowners have 
continued to pay dues in the name of the existing company at their regular 
office. Colonel Nasser has so far made no new violation of the international 
freedom of the canal, but shortage of canal pilots has forced the Egyptian 
authorities to cut the number of convoys. Some leading British shipping 
companies have thought it prudent to divert cargo and passenger liners 
round the Cape, and others have taken out insurance against possible inter- 
ruption in the canal (though rates on war risk insurance via Suez have not 
been raised). A larger disruption to British shipping has been caused by 
the Government’s requisitioning, which by late August had removed over 
. 60 medium-sized tramp ships, comprising in all perhaps one-fifth of total 
tramp tonnage. The first effect was to paralyze the commercial market 
rather than to induce any general rise in freight rates. ‘The Government 
has also made considerable demands on private air charter companies for 
troop movements. 

The cost of the Government’s military measures is as yet probably small, 
though even the present additional burden will not be negligible if it is 
sustained. A few technicians have been recalled from reserve, and the 
release of some conscripts has been delayed; otherwise, the direct costs 
must be mainly those of moving existing forces and then of keeping them 
in the Mediterranean rather than in Britain and Germany. However, it 
seems likely that some of the reductions in stocks and other defence 
economies projected in the Chancellor’s post-budget cuts will now have 
to be abandoned or postponed—while a large question-mark must hang 
over the major review of defence policy originally scheduled for the autumn. 

These immediate additional burdens were not, of course, the dominant 
consideration in the markets. The movements there have reflected the 
fluctuating assessment of the immeasurably bigger but hypothetical danger 
of a worsening of the situation. But even the early reactions were markedly 
more composed than on previous occasions of international crisis. The 
City indeed was providing a praiseworthy example of cool-headedness that 
might well have been emulated by Fleet Street—and Downing Street. 
Even on the morrow of the Bank holiday, when the danger of a flare-up 
seemed most acute and oil shares were further depressed by a sharp setback 
in Wall Street, gilt-edged prices were less than 1 per cent below their levels 
on July 26, whilst the Financial Times index of industrial shares had fallen 
by only six points, or 3} per cent, to 179.9. By the day of the opening 
of the London conference, August 16, the gilt-edged market had recovered 
its losses, and the industrial index had risen to 183.4, five points above 
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its low point reached on August 10. Ojl shares were appreciably above 
their worst. 

The most spectacular movement in the markets was the upsurge in 
demand for Canadian and United States securities; in the first week of 
August the London premium rocketed from about 4 per cent to a peak 
of 84 per cent. The subsequent relapse was the result of sales of dollar 
stocks from the Treasury portfolio—marking the first official intervention 
in this market for the purpose of moving the rate. Indirectly, moreover, 
the intervention provided support for security sterling; the Middle East 
arbitrage that links the discount on this rate closely to the premium on 
dollar stocks quickly raised security sterling from its four-year low point of 
$2.604 to which it had plummeted before the holiday. 

Commodities, especially those such as rubber and tin produced in 
quantity east of Suez, had perhaps most reason to be directly affected by 
the Suez uncertainties, but the initial increases were not generally held in 
full, and part of the net rise that took place last month 1s attributable to 
other influences. On the whole, there appears to have been little pre- 
cautionary restocking. Nor has there been any sustained movement into 
gold; the dollar price in the last week of July rose from just under $35 an 
ounce to a premium of 10 cents, and the sterling price to 252s 1d, the 
highest since the reopening of the London market in March, 1954; but 
prices were back to the parity by the second week of August. 

The one market that has moved appreciably and has not regained its poise 
is the foreign exchange market. Sterling slipped from just under $2.79 on 
the eve of the crisis to $2.78} by July 31, and for a time was held at that 
level by official support. Its subsequent rally gave place to a new relapse. 
The impact of Suez, however, had to be borne at perhaps the worst point 
of seasonal stress. 

An important restraining influence on the stock markets and commodity 
markets during the early stages of the crisis was undoubtedly the cautious 
and temperate policy being advocated by the United States. Further, the 
fact that America was less directly involved limited the speculative fears of 
American business men; and this was an important influence in limiting 
speculative buying of commodities. American commodity markets did 
move upwards in sympathy with European markets, but the movement 
was partly a reflection of pressures unconnected with Suez—notably the 
resumption of output in the steel industry after the settlement of the strike, 
with its resultant increase in steel wages and prices, and the increases in 
the aluminium smelter industry. The result was that commodity prices in 
the United States did not in general follow their relapse in Europe as 
political fears abated. ‘Thus, between July 26 and August 16, Moody’s 
index, which is weighted relatively heavily with doilar commodities, rose 
steadily, by about 24 per cent, whilst Reuter’s index, which leans more to 
the sterling commodities, rose on balance by only 1} per cent and there- 
after came back to its pre-Suez level—while Moody’s rose further. 

It is noteworthy, as a further indication of the absence of any real 
alarm, that part of the rise in sterling commodities in the first half of 
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August was due to extraneous and transient influences. The sustained 
firmness of American commodities, however, has reflected more funda- 
mental forces, thanks to the bullish shift in the prospects for the United 
States economy. ‘The fears of some downturn in the autumn that were 
being widely voiced a few months ago have given way to confident pre- 
dictions, not least from official circles, of a new upward thrust. 

Whether this would work to the benefit or disadvantage of sterling will 
almost certainly be decided by international politics. If the Suez crisis 
extends—or even if it drags on disquietingly—Britain would probably have 
to contend with a new twist in world inflationary pressure. If, on the other 
hand, the international situation reverts to its pre-Suez calm, the outlook 
for sterling might be somewhat better than seemed likely a few months 
ago, when dollar earnings of overseas sterling countries were already being 
depressed by falling commodity prices, and seemed in danger of further 
reduction in the second half of the year. 

There are further reasons for modest optimism about sterling in the 
medium term. In a month or so the seasonal pressure should begin to 
abate, and this year the instalments on the United States and Canadian 
.post-war loans, due at end-December, will be all but offset by the proceeds 
of the sale of the Trinidad Oil Company, which have still to flow into the 
reserves. Moreover, Britain’s trade balance, and in particular its balance 
with North America, continues to improve. Imports in July, at £320 
millions, were the lowest since February, and as the daily rate of exports 
was maintained at its high recent level, the gross visible trade gap was cut 
to {44.3 millions, slightly less than the average gap in the second quarter 
—which was the lowest quarterly deficit for two years. ‘The improvement 
could, of course, be quickly reversed by a steep upsurge of commodity 
prices, while the payments balance could be upset by a sharp increase in 
overseas military expenditures. But the underlying trends do appear to 
have turned slightly in Britain’s favour. 

That is not to say, of course, that the strains will not continue for some 
weeks, while the seasonal pressures are at their height. The exchange 
market should be well prepared for a bad gold figure for August, due to be 
released soon after this issue is published. No less than $50 millions was 
absorbed by last month’s settlement with the European Payments Union, 
to cover the 75 per cent gold portion of July’s huge deficit of £24 millions; 
and certain large special dollar payments are also believed to have been 
made last month. In July the central reserves rose by $20 millions, but 
most of this was attributable to an unusually large crediting of American aid. 

If the outlook for sterling, on the hypothesis of international peace, 
appears rather better now than it has in recent months, that cannot give 
grounds for complacency, or even much comfort. The hypothesis can be 
little more than a basis of assessment, and the great need, as before, is to 
build up a cushion to take the strain when hypotheses go awry. Suez may 
yet involve severe additional strains; and whatever the final outcome it 
provides a warning of the distance that the resuscitation of sterling through 
domestic retrenchment has still to travel. 
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Britain and a European 


Common Market 


N air of reality and credibility bas suddenly enveloped the project 
for creating in Europe a customs union or a ‘“‘ common market ”’> 
as it is now termed—a project that until comparatively recently 
was regarded as one of the perennial flights of fancy of cranks and 
visionaries. From a topic of academic and unrealistic debate the issue has 
become one of practical politics; and in the past few weeks it has acquired 
a sense of urgency that is causing British ministers and civil servants, most 
of whom have traditionally been cynical on this question, to take cognizance 
of what is being said and done and to discuss in earnest and sometimes 
apprehensive terms the implications of the developments for Great Britain. 
The time available for decision about Britain’s stand, moreover, has to be 
reckoned in months rather than years: the continental countries have passed 
the stage of debate on principles, and have formulated a tight time schedule 
for discussion of practicalities. A hitch could still imperil their pro- 
gramme—France in particular is believed to have certain reservations and 
second thoughts—but at present the outlook is still for action. It is vital, 
therefore, that the great issues that have to be decided by Britain should 
without further delay be fully and publicly aired. 

The sudden enlivening of the proposal for creating a customs union in 
Europe is due largely to the work and vision of one man, M. Henri Spaak, 
the Belgian Minister for Foreign Affairs. But why, it may be asked, has 
he now been successful in securing acceptance of a goal for which he himself 
and so many others strove in vain for so many years? The principal 
explanation lies in the hard experience of European countries in the past 
few years—in disappointments with traditional style arrangements and 
encouragement from novel ones. First among the disappointments has been 
impatience about the work done under the General Agreement on Tariffs 
and ‘l'rade to reduce tariffs. The changes secured under GATT have 
been in the right direction, but in the past few years they have slowed 
down to snail’s pace. Furthermore, the principle of reciprocal tariff bar- 
gaining that underlies the agreement has meant that those countries that 
began negotiations in the virtuous state of having comparatively low tariffs 
have always been unfairly penalized, being able to offer only a binding of 
their tariffs against future increase. The Low Tariff Club formed by the 


543 














Benelux and other continental countries in 1951 gave expression to this 
sense of disillusionment and disappointment, but the latest round of tariff 
negotiations early this year revealed once again how little these emotions 
can be translated into effective action against the relatively high tariff 
countries—among which Britain stands fairly near the head of the list. 

There has also been some disappointment with the work done by the 
Organization for European Economic Co-operation in another sphere of 
the freeing of trade, the removal of quantitative import restrictions. The 
agreed code for the liberalization of trade is admittedly a fine feather in the 
OEEC cap, and most members have now reached the liberalization target 
of 90 per cent. The laggards, however, show little sign of coming up to 
the mark, and there is also very little prospect at present of a general freeing 
of the last—and, in general, highly important—10 per cent of European 
trade. All that could be done at the recent Ministerial Council meeting of 
OEEC was to renew the 90 per cent obligation until the end of 1957. 

Impelled by this sense of frustration, a number of countries of Western 
Europe decided at the Messina Conference in June of last year to set up 
among themselves a common market in the form of a customs union. The 
* countries were Germany, France, Italy, Belgium, the Netherlands and 
Luxemburg—the same six that for three years now have formed a common 
market for coal and steel, delegating to the autonomous High Authority 
sovereignty over key aspects of economic policy, including tariffs, quotas, 
freight charges, pricing and investment policy and a host of other matters. 
The experiment has worked well, and at Messina the inter-governmental 
committee set up by the foreign ministers of “ the Six ”’ under the chair- 
manship of M. Spaak proposed a bold extension of it to the economies as 
a whole. M. Spaak’s report was recently submitted to the Governments 
of the Six; and it was laid before the Ministerial Council of OQEEC that 
met in Paris in July. At the end of that meeting, Mr Harold Macmillan, 
speaking as chairman of the Council, stated that it was clearly essential for 
the Organization to take these proposals into account in considering its 
further work on the freeing of trade. On his suggestion a working party 
was set up to study the possible forms of association between the proposed 
customs union and other OEEC countries that would not be part of it. 

The essence of the problem that was discussed by the inter-governmental 
committee set up after the Messina Conference is well described in the 
foreword of its report. This states that: 


While on the one hand the United States in almost every sector are producing 
one-half of the world’s goods and on the other the Communist countries, 
numbering a third of the world population, are increasing their production 
annually by 10 or 15 per cent, Europe, which once had a monopoly in the 
manufacturing industries and could count on its overseas possessions for con- 
siderable resources, now finds its external position weakening, its influence 
declining and its capacity for progress diminished by internal divisions. 


The report goes on to state that no European country is in a position to 
undertake the immense amount of scientific research and basic investment 
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required to set in motion the technical revolution promised by the atomic 
era. For these reasons, the six foreign ministers at Messina suggested 
European economic unification through the parallel projects of the pooling 
of atomic resources under a single authority (Euratom) and the establish- 
ment of a general common market. 

It is with the common market that the inter-governmental committee’s 
report is mainly concerned, and it is with the problem of deciding their 
policy towards it that the OEEC countries that are now outside the coal- 
steel common market and Messina group are likely to be confronted in the 
not too distant future. ‘The decisions needed on the form of association 
with the proposed customs union are difhcult and momentous. The 
suggestion that has already been made is that all the countries of OEEC 
should create a free trade area to embrace the customs union itself and the 
other members of the Organization. ‘The logic of this is that a full customs 
union, such as that now being discussed between the Messina powers, 
involves not only the disappearance of tariffs and quotas between the 
member countries but also the establishment of a single tariff system 
vis-a-vis the rest of the world, whereas a free trade area entails no delegation 
of sovereignty in tariff policy vis-a-vis non-members. 


Weaken Imperial Preference ? 


The formation of both a customs union and a free trade area would be 
wholly consonant with the rules of GAT'T, even if the lowering of tariffs 
and abolition of quotas between the member countries were spread over a 
lengthy period, as is the intention in the proposed European common 
market. Where these geographically restricted concessions are made in 
the cause of a customs union they need not be extended to other countries 
by virtue of the most-favoured-nation clause: the architects (but especially 
the American architects) of GATT strangely saw the evil device of a 
regional preference area transformed into a model of good trading principles 
when the preference reached 100 per cent. ‘The only stipulations made 
by GATT are that the common tariff imposed by the customs union 
countries shall not be higher than the separate tariffs that it replaces—a 
concept that defies calculation; that the removal of customs barriers should 
apply to the greater part of the trade between the member countries; and 
that the union should be created within a reasonable space of time. 

There is plainly no possibility that Britain will join the common market. 
If it did, it would abandon its sovereign rights to establish its tariffs on 
trade with the rest of the world, and would thus at one blow undermine 
the whole structure of the Ottawa Agreements. What is left of Imperial 
preferences may be but a shadow of Ottawa, but it remains one of the 
symbolic and valued links of the Commonwealth. If Britain were to be 
associated with the common market through inclusion in a free trade area, 
it would retain the freedom of action needed to preserve some of the sub- 
stance as well as the spirit of Imperial preference. However, it is clear 
that even this limited pooling of sovereignty would have to be at the 
cost of some further loosening of the Ottawa preferential ties—since the 
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preferences would automatically be excluded from all trade with the Euro- 
pean free trade area. 

The weakening would not be a novelty. The tariff negotiations con- 
ducted in the post-war period under the aegis of GATT have themselves 
involved a considerable narrowing of margins of preference in Common- 
wealth trade. ‘That has been part of the price paid, in full agreement with 
other Commonwealth countries, for tariff concessions granted by countries 
outside the Commonwealth. Quite separately, moreover, the retreat from 
Ottawa has been hastened by the emergence of the new Asian dominions, 
which have judged Imperial preference from a coldly practical rather than 
an emotional standpoint. Canada, too, has grown decidedly cool on the 
issue; it has already forsworn all its contractual rights to preferential treat- 
ment and is as firmly entrenched in the camp of non-discrimination and 
multilateral trade as is the United States. 


STERLING AND EUROPEAN MARKETS, 1950-55 
(3 millions) 


Imports into 


Overseas Sterling Area European Common Market* 
Total Imports Total Imports 
Imports from UK Imports from UK 
1950 ie ea 8,478 3,002 11,227 699 
1951 ie a 12,074 3,774 15,330 778 
1952 ee - 11,570 3,786 15,376 821 
1953 eae “ 9,979 3,506 15,125 969 
1954 i a 10,640 3,730 16,712 1,008 
1955 - we 11,973 4,110 19,301 1,075 


* Belgium-Luxemburg, France, West Germany, Italy and Holland, comprising 
the common market in coal and steel. 


Britain, faced with the prospect of a common market and a free trade 
area in Europe, must now decide whether membership of that area would 
justify the sacrifice of some—though by no means all—of its special com- 
mercial ties with the Commonwealth. In recent years the arguments for 
leaning more closely to Europe have unquestionably gained in force. ‘The 
stark fact is that the European market has been the fastest growing major 
market in the world, whilst the markets of the sterling counicries of the 
Commonwealth have fluctuated violently, and on balance contracted. ‘The 
contrast is strikingly brought out in the accompanying table, which 
emphasizes, too, how little British exporters have shared in the European 
expansion. A further cruel reminder of the contrast has been provided by 
the recent administrative cuts in imports made by Australia—which is the 
most fervent advocate of higher Commonwealth preferences and has recently 
been negotiating with Britain for new concessions. Moreover, the sad 
fact seems to be that, as a correspondent points out in an article on page 566, 
it is difficult to see how Australia will be able to dispense with import 
restrictions as a permanent instrument of policy. 

The problem of reconciling the three pulls—Commonwealth preferences, 
closer ties with Europe and protection of domestic producers—would 
almost certainly be greatest in the case of some agricultural produce. 
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Preferences on trade in dairy produce, fruits and other commodities are 
vital to certain Commonwealth producers; further, some element of pro- 
tection from continental producers is bound to be demanded by the 
British farming industry. As it happens, however, these are the com- 
modities in which the advance to the common market, even by the Messina 
powers, is likely to be most circumspect. The report of M. Spaak’s 
committee takes note of the fact that farming interests are deeply entrenched 
in all countries concerned, and concludes that certain sensitive items of 
agricultural produce may have to be excluded from the free trade rules. 
M. Spaak speaks from experience, for though Benelux, the economic union 
between Belgium and the Netherlands, is now a successful and going 
concern, Belgian agriculture is still protected by quotas from the com- 
petition of the cheaper Dutch produce. 

Even as conceived by its most ardent protagonists, the European common 
market scheme is one of gradual evolution and selective application. The 
proposal is that the elimination of customs duties between the member 
countries should be progressive, spread over three four-year stages; and for 
agriculture an even more extended “ transitional period ”’ is envisaged for 
the gradual ironing out of price differentials. Although the Spaak report 
states that “‘it is impossible to conceive of a general common market in 
Europe that does not include agriculture ’’, it also stresses that it is necessary 
to bear in mind “ certain special problems arising from the social pattern 
of agriculture, which is mainly a family business, from the absolute necessity 
for regularity of supplies, from the instability of the market due to weather 
conditions and the inelasticity of the demand for certain products’. ‘These 
qualifications, however timid they may appear to the purists, help to infuse 
an air of realism into the common market proposals—a realism that is 
further enhanced by the attention given in the report to many related 
questions. ‘These include the retraining of workers displaced by the opera- 
tion of the common market, the freedom of movement of workers within 
the member countries, the unification of transport charges and last, but by 
no means least, the creation of a common investment fund, co-operating 
with the World Bank and acting as a collective borrower for projects 
involved in the creation of the common market. On each of thesé matters, 
the Coal and Steel Community has made impressive progress in its own 
limited sphere, providing valuable experience for the essay on a wider front. 


Time-table for Action 


The plans for freer trade in Western Europe are not, however, wholly 
contingent on the success of the common market scheme. At the July meeting 
of the O0EEC Council attention was also given to the plan for reducing tariffs on 
a number of specified commodities that move in large volume in intra- 
European trade. This at the moment is regarded very much in the guise 
of a pis aller. It does, however, figure in the time-table for future action 
that was drawn up at the July meeting. It was then suggested that the 
working party that is to study the Spaak report and, in particular, to consider 
the kind of tariff association that might be set up between the common 
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market and other OEEC countries, should report to the Organization 
by the end of this year. If this OEEC report offers a solid prospect of 
practical progress in the direction of genuine free trade in Europe, action 
is expected to follow quickly. But if the report cannot promise the 
launching of a specific scheme by the end of 1957, then, and only then, 
will the European Commodities Scheme be considered, with the hope of 
getting it into motion by January 1, 1958. 

It is not surprising, therefore, that in Britain, too, inter-departmental 
discussions have already begun, and are consuming a great deal of the time 
and attention of ministers and civil servants. The British Government 
appears to have little relish for the European Commodities Scheme. Its 
introduction would require a virtual rewriting of GATT and would intro- 
duce great complications in the commercial relations of Britain and other 
OEEC countries with trading partners outside Western Europe. On the 
other hand, the common market and free trade area schemes now have 
their powerful supporters in ministerial and administrative circles. 

The principal positive reasons for this support have already been 
‘enumerated. Perhaps more impressive still are the massive negative argu- 
ments. If the common market and the associated free trade area are 
realized, Britain will have to very sure of itself and of its trade partners to 
decide to remain outside the grouping. ‘The world markets would then be 
divided into the dollar bloc, the Communist countries, the Western Euro- 
pean Community—and what remains of the Commonwealth group. Pulled 
between the move of the newer dominions towards republicanism and inde- 
pendence and the inevitable attraction of Canada towards the realities and 
philosophy of the dollar bloc, the Commonwealth group—or rump—would 
stand in splendid but dangerous isolation. ‘There are immense benefits to 
be gained from the free entry of British goods into the proposed common 
market of Western Europe. ‘There are great schemes to be undertaken in 
the Commonwealth itself—the words Kariba and Volta symbolize them— 
that could best be tackled by the collective strength and resources of the 
whole Western European community. And the British economy could 
only gain in vitality from the opening of the windows that would bring in 
the fresh air of more competition from Europe. 
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As I See'it... 


By SIR OSCAR HOBSON 


























Is Sabre-rattling Justified ? 


HE Suez affair has cut clean across the unfolding course of 

economic events—and this month it falls to me to write this 

commentary on the latter just in the middle of the London Con- 

ference called to grapple with, and if possible settle, the former. 
Obviously unless a quick solution to the problem is found—and accepted 
by Egypt—our domestic life, and the financial and economic assumptions 
on which.our national affairs have been planned, are going to be pretty 
badly disturbed. 

I will speculate a bit on what may happen, and what in my view ought 
to happen, in the financial sphere if the trouble is prolorged. But first 
I feel that I must say something on the trouble itself. I must say that 
I did not feel very much in sympathy with the almost hysterical resentment 
which Nasser’s seizure of the canal aroused in so many people, on both 
sides in politics. I didn’t, and don’t, in the least condone Nasser’s act, 
which on any reasonable definition of international morality can only be 
regarded as unscrupulous, and indeed intolerable. But I distrusted this 
sudden and remarkable access of jingoism, this hark-back to the sabre- 
rattling of seventy or eighty years ago, with which so many people including, 
it appeared, the Prime Minister and the Leader of the Opposition, were at 
any rate momentarily afflicted. 

Whatever one may say about the deficiencies of international law in its 
present stage of development we, of all countries, cannot afford to put 
ourselves flagrantly wrong with international law. There would be a great 
risk of our doing that if we took military action, single-handed or in con- 
junction with France, against Egypt. I am no international lawyer, but it 
must be at least very doubtful whether Nasser’s nationalization of the canal 
would be condemned by The Hague Court. Certainly Nasser seized the 
canal with ulterior motives extending beyond the mere desire to raise funds 
for the new Aswan dam. Certainly he is not to be trusted an inch. I have 
no doubt whatever that, if some appropriate measure of international control 
of the canal is not devised and imposed, he will have little scruple in inter- 
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fering with freedom of navigation of the canal or using it as a means of 
blackmail as soon as it suits him. 

Nevertheless, he does not appear yet to have fallen foul of the inter- 
national agreements governing the canal. These say a lot about Egypt’s 

obligations to maintain free passage in peace and in war, but nothing about 
any obligation to maintain the constitution or ownership of the Canal 
Company. In those circumstances it is difficult to believe that there is at 
present a casus belli against Egypt—and certainly not one unless and until 
the United Nations has formally imposed upon her a measure of inter- 
national control of the canal. It is indeed true that Egypt has continued to 
defy the United Nations’ ruling on allowing passage of the canal to ships 
bound for Israel, but Britain is not altogether “clean” on that matter 
either since she did not in the agreement for the evacuation of the Canal 
Zone insist on Egypt’s compliance with the UN direction. 

Certainly the United Nations is very far from an ideal instrument for the 
formulation, and still less for the enforcement, of proper standards of 
conduct among nations. Even so, I strongly question the wisdom of 
Britain and France using force in the Suez affair without the authority of 
the UN Assembly. Moreover, questions of legality apart, to what do we 
commit ourselves if we do decide to use force? ‘To a reoccupation of the 
Canal Zone from which we have recently withdrawn 80,000, or is it 100,000, 
men? Or an occupation of the whole of Egypt? And for how long? 
Sitting on bayonets is a proverbially unprofitable occupation. Having just 
evacuated the canal let us not be in a hurry to get out on that limb 
again. 

But, it will be said, the freedom of the canal is a “‘ matter of life or death ” 
to us. If, then, the United Nations will not or cannot act effectively, what 
else can we do? Well I think it is a great exaggeration to say that if the 
canal were closed it would be a matter of national “‘death”’ to us. It would 
be desperately inconvenient, but with the help of the United States I do 
not believe that it would be a matter of starving—or near it. So I say 
that if Egypt refuses to accept any plan for international control of the 
Suez Canal agreed upon by a majority of the Powers now sitting in con- 
ference, we should not be panicked into hasty military action. It is just as 
much a matter of vital interest to Egypt as to us that the canal should be 
properly maintained and freely used and I have not much doubt that with 
a little patience she can be brought by economic pressure to see that. Much 
the same applies to the Arab oil states, for whose edification, it is suggested, 
it would be quite a good thing to teach Egypt a lesson. If these were 
Palmerstonian days there would be something to be said for it. But it is 
a hundred years too late for that now. If traffic through the canal is badly 
interrupted the oil states will not be able to sell so much oil and their 
reserves will suffer. They may react violently or blackmail. If so, it will 
be all the worse for them—provided the Western users of the Middle East 
oil stand together and with the United States. That is another reason for 
our not venturing on unilateral military action even with the tacit assent of 
the United States, 
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But now what about our domestic economic situation in the face of this 
new international trouble ? There are, of course, many possibilities. The 
conference may, and I hope will, have a quick success and yield a plan for 
the canal which Egypt will accept. In that case the storm will be quickly 
over, we can bring home our ships and men, and we shall have needed 
very little of the third element in the jingo formula, the money. Or, at 
the other end of the scale, we may get bogged down in a prolonged and 
expensive military adventure costing money running into the hundreds of 
millions. Or, in between, if we avoid active military operations we may 
still have to face a period of weeks or even months, in which military 
preparations are maintained and at the same time the canal is not working 
at full efficiency, owing to lack of pilots or other interruptions or because 
tonnage is being diverted round the Cape. ‘That, too, would be a pretty 
costly business, with expenditure falling on the Exchequer running up to 
many tens of millions and adverse effects on our balance of payments. 

There is one thing that must be said about either of these latter two 
contingencies—and in the nature of things the second, the expensive period 
of delay, is the most probable of the three—and that is, that their financial 
implications ought to be faced at once. ‘There can be no possible excuse 
for incurring a new inflation and another devaluation because we have not 
the courage to grasp the nettle. In total war, where the zmmediate control 
by the state of the greater part of the national resources is a necessity, some 
measure of inflation is, without doubt, unavoidable. But the situations 
I have envisaged are not of that order. The amount of the resources 
needed and the speed with which they have to be mobilized will not be 
such that the ordinary fiscal mechanisms will not be able to cope with the 
finance. Only sheer cowardice or incompetence can permit a resort to 
inflation, the most disorderly and inequitable of all forms of taxation. If 
before the end of the year it appears that the assumptions on which the 
budget was framed in April are being seriously disrupted, then there should 
be no hesitation about introducing a second budget. 


Inflation *“‘ Ex ’’ Suez 


But let us now have a glance at the current situation, on the hypothesis 
that any fresh finance needed for Suez can be found without any major 
adjustments of taxation. How have we progressed in the past months ? 
Not too badly, I suppose one may say. ‘There are signs that the credit 
squeeze is beginning to grip, though they are still not as clear as one could 
wish. ‘There is the contraction of factory plans and of local government 
capital expenditure and probably of private house building, judging by the 
increasing stringency of funds which the building societies are experiencing. 
There is the shrinkage of hire-purchase debt, though on the other hand the 
contraction of bank credit seems to have shot its bolt. There is the 
flattening out—precarious and suspect though it may be—of the cost-of- 
living curve. Most impressive of all, there is the progressive narrowing of 
the trade “ gap ” which, taking the quarterly figures, has declined without 
interruption quarter by quarter from £77 millions (monthly average) in the 
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first quarter of 1955 to £46 millions in the second quarter of 1956 and 
£44 millions in July, 1956. How much this must be attributed to reduced 
stockbuilding it is difficult to say, but at any rate we are now in the position 
of having an overseas payments balance, which if not from the long-term 
point of view adequate, is no longer immediately embarrassing. The gold 
reserve, too, has in recent months behaved better than most people expected. 
The dollar exchange has weakened but, despite the Suez upset, it has up 
to the moment of writing been kept above the floor of $2.78. Meanwhile, 
the authorities have completed their mammoth National Debt refinancing. 
Tactically the operation was brilliantly conducted, though that is not to say 
that there have been no strategic concessions. ‘The banks at any rate have 
been allowed to escape from a position of embarrassing illiquidity and may 
face excess liquidity. The “ authorities’’, who a year ago were warning 
them strictly to observe their minimum conventional ratio, are now sug- 
gesting to them that errors of excess are as bad as errors of defect. ‘They 
are in fact encouraging the banks to buy gilt-edged stocks, and this is in 
turn encouraging a bullish view in the market. 

As the banks will buy mainly from the “ authorities ’’, this will help the 
‘ authorities to unfreeze—that is, to reduce the holdings of Government 
stocks with which they have been forced by the poor response of the market 
to recent loans to load themselves up. Effectively there will be a measure 
of funding, the banks handing over ‘Treasury bills to the “‘ authorities ”’ and 
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receiving longer stocks in return. As all the pundits have been demanding 
funding operations as a prime prerequisite for effective monetary control, 
that sounds as though it should be all right. But one wonders, nevertheless, 
whether a strong rise in the longer gilt-edged stocks is what we want at 
this moment, implying as it would a fall in long-term interest rates. 

However, in discussing all such matters I must confess that I am plagued 
by a sense of unreality. One talks about the credit squeeze and rates of 
interest and the “ price plateau’ and the chances of maintaining it, but 
behind all the theorizing and speculation lies the stark, practical problem 
of the next round of wage demands. In the past month the disputes arising 
out of the British Motor Corporation’s redundancy-lay-off have resulted in 
compromise settlements which, though they achieve a certain rough justice 
as between the parties, go hardly any way towards establishing agreed 
principles for determining compensation for redundancy. The past month 
has also brought a further moderate increase in farm wages which, despite 
ministerial disclaimers, presumably means a further advance in the prices 
of agricultural produce at the next annual “‘ review”’. But now, transcend- 
ing these trifles, we have the decision of the confederation of unions repre- 
senting the three million shipbuilding and engineering workers to put in 
immediately a claim for a further {1 a week advance in basic wages. This 
claim, which follows on an increase of more than 10s granted barely six 
months ago, would cost around £150 millions. It has been put forward 
with threats and truculence on the part of some of the trade union leaders 
concerned. On the other hand, the employers had already turned down in 
advance any fresh demand for increases this year. 

Clearly, therefore, there exist all the elements needed for a first-class 
industrial row. Are we now face to face with the show-down, which I have 
long thought would be the price we should have to pay sooner or later for 
escape from the economic stranglehold of over-full employment ? It begins 
to look like it. It may be said that despite the advance rejection of the 
engineers’ demand by the employers, this dispute will end like all the others 
in a compromise settlement which will give the workers a half or a third 
of what they are asking for. It may be so, but if it is what about the rest 
of the working population ? Will they be content to see the engineers get 
away with it, and refrain from putting forward new demands for them- 
selves ? Obviously not. What then happens to the price plateau and the 
Government’s whole flimsy anti-inflation effort ? Perhaps it will be repre- 
sented that the recent overseas trade figures prove that we can still stand 
one more dose of inflation without catastrophe. Anybody who feels inclined 
to bank on that belief should reflect on the material which the Board of 
Trade has recently published on German competition and our steadily 
declining share of world trade. It shows that, notwithstanding the increase 
in the volume of our exports and the improvement in the trade balance, 
we are basically still losing ground in the markets of the world. In my 
belief the proper course for the Government and the employers is, Suez or 
no Suez, to face the implications of that fact now, even if it means a big 
strike in the engineering industries. 
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What Next in the 
Mortgage Market ? 


By HAROLD COWEN 


APITAL expenditure by the local authorities, heavily loaded 
by the “ welfare ’’ responsibilities placed upon them since the 
war, accounts for between one-fifth and one-quarter of the gross 
fixed investment of the whole national economy. How these 
authorities find the money is therefore of much greater importance to the 
capital market than it was before the war, but it is only in this current year 
that the City and the institutions of the capital market have directly felt 
the major effects of this growth. During the first post-war decade by far 
the greater part of the finance for the local authorities came direct from the 
Treasury via the Public Works Loan Board, and impinged upon the open 
markets mainly through issues of Treasury bills and the associated funding 
operations of the central government. Now, under régime introduced by 
Mr Butler in his supplementary budget last October, the local authorities 
are thrust back upon private sources for a large proportion of their require- 
ments—upon borrowings direct from the investing public, either by stock 
market issues or on mortgages and short-term loans and deposits. 

These “ private’ borrowings are now estimated to be running at the 
rate of over £300 millions a year, predominantly on mortgages and deposits. 
The markets have therefore taken up the new load more readily than many 
people expected, but the signs of strain that have emerged quite recently 
suggest that the early appearances may have been deceptive. The purpose 
of this article is to trace the swing away from PWLB finance and the new 
sources of funds; to describe the market processes and the mechanics of 
borrowing; and then to consider the adequacy of the system, especially in 
the mortgage market, to support its heavy new burden. If the whole 
problem, with its far-reaching practical implications, is to be judged fairly, 
it needs to be viewed first against the background of pre-war practice and 
then of the growth of PWLB facilities during the post-war phase of rapidly 
expanding local authority responsibilities and needs. 

Before the war there was little of high policy in local authority borrowing. 
It averaged around £100 millions a year, and the funds were raised by 
whatever means the authority thought best, generally without restriction as 
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to terms and conditions. ‘The main source was mortgages, secured on the 
rates, taken up by local investors and institutional buyers. In some 
localities these mortgages were highly regarded by certain types of investor 
—and their regard often mingled civic pride and personal prestige with 
the strictly material aspects. Most of the larger authorities were also 
empowered to make stock issues; but those whose rateable value did not 
exceed £200,000 in England and Wales or £250,000 in Scotland enjoyed 
the right to borrow from the Public Works Loan Board, which was fed by 
the Government through the Local Loans Fund by periodic, usually tap, 
issues of 3 per cent Local Loans (Government-guaranteed) stock. 


I—THE PWLB SYSTEM, 1946-55 


During the war new capital expenditure by local authorities was restricted 
to the bare minimum, so that their market borrowings were virtually con- 
fined to arrangements to cover maturities. As the war drew to its close 
it was evident that the authorities faced an era of unprecedented spendings 
—on reconstruction and deferred maintenance, and to make good the huge 
arrears in housing and other public works, and then to meet the many new 
social responsibilities that were put upon them by the emerging welfare 
state. In conformity with the political climate of the time, the wartime 
coalition Government opted for the system of centralized borrowings— 
not as a means of imposing control over the expenditure, for that was 
already in force by virtue of the requirement upon local authorities to 
obtain loan sanctions from Whitehall for almost all capital projects, but 
simply as the preferred technique of money-raising. ‘The essential feature 
of the Local Authorities Loans Act of 1945, introduced by Sir John Anderson 
(now Lord Waverley), was that local authorities were precluded from 
borrowing otherwise than from the Public Works Loan Board, except with 
Treasury approval—which was duly given to cover refunding stock issues 
and mortgage borrowing up to the maximum level of the war period. 

Section 1 of the Act, which enshrined the main principle, was, however, 
hotly contested by spokesmen for the local authorities at the time, and 
eventually a provision was inserted limiting its operation until December 31, 
1950. Sir John urged the advantages, as then seen, from the point of view 
both of the local authorities and the Government. ‘The former, he showed, 
would have the advantage of cheap finance, since the interest rates charged 
by the Board would be based on Government credit and since they would 
be getting ‘‘ the capital resources they need, exactly as and when they 
needed them”. He went on: 


So far as the Central Government is concerned the advantage will be that a 
great portion of the demand on the capital market, instead of being made by 
a large number of local authorities as and when each of them needs funds, will 
be made by the Treasury itself, at such times and in such ways as are most 
convenient in the light of the general borrowing programme. 

It is interesting to observe that this argument, although no longer regarded 


as valid for local authority financing, is precisely the one used last April 
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to justify the new system of direct Exchequer finance for the nationalized 
industries—but the cases are not quite on all fours, because the nationalized 
industries cannot (or, at least, cannot yet) borrow without benefit of 
Government guarantee. 

The 1945 Act remained in full force until December 31, 1952, Section 1 
having been continued for two years beyond the first expiry date. During 
this period, 1946-52, local authorities were freed from all anxieties about 
the availability of finance: once a loan sanction had been obtained from the 
appropriate Government department or like authority, parallel adminis- 
trative procedures were arranged so that there followed almost automatically 
approval of an advance by the PWLB as well as consent to borrow under 
the Control of Borrowing Order, 1947. 

Rates of interest, too, were favourable, at times even more so than 
appeared to be contemplated when the Act was originally passed. In 
principle the rates fixed for the Board’s lendings were to be based on those 
the Government had itself to pay for loans of like periods—necessarily 
lower rates than the local bodies could have commanded on their own. 


TABLE I 
PWLB LENDING RATES 
(per cent) 
Date fixed: 1948 1951 1952 1953 1954 — —1955 fo 1956 | 
Fan Nov Feh Oct June Mar July Aug Sept Fan Mar Fune 
5 yrs or less 2 2 2? 23 2} 3; 3¢ } +) 54 53 5 
6-15 yrs .. 24 3 £32 3h 3h 3 44 44 5 SP Sh 53 
Over 15 yrs 3 32 4} 7 32 4 4} 44 5 54 54 54 














This concealed subsidy was in practice much enhanced by the fact that 
the infrequent adjustments of the Board’s rates generally lagged behind 
the rise in yields in the gilt-edged market. Thus, when Mr Butler reviewed 
the situation soon after the Conservative Government returned to office in 
1951, he pointed out that the PWLB’s long-term rate of 3 per cent—which 
had been unchanged since early 1948—was unrealistic, and advanced it to 
* per cent. At one period in 1949 the discrepancy in favour of the local 
authorities was such that there was a rush to borrow money for barely 
new-born schemes. Astute treasurers were sometimes actually able to 
make a turn by employing in the market funds secured from the Board. 
Despite the advantages to them of the provision of easy money at super- 
fine rates, many leading personalities among the local authorities always 
disliked being confined to borrowing from the Board. Apart from any ob- 
jections on points of detail and of financial management, they felt that the 
centralization of both policy and finance was sapping the independence and 
prestige of local government. ‘This, incidentally, is one reason, of several, 
why opinion in local government circles so much resents remarks in Parlia- 
ment and the Press in recent months on the general theme of making local 
authorities stand on their own feet—as though they had somehow contrived 
the 1945-55 system, which in fact they have borne uneasily from the start. 
There were also more specific objections to the prohibition of outside 
borrowing, most of them arising from the fact that the conditions imposed 
by the Board, under Treasury direction, put a strait-jacket on the highly 
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developed techniques of financial management. These arguments were, 
however, deprived of much of their force so long as borrowing from the 
Board was on bargain terms; but they gathered momentum in the early 
fifties as the cheap money phantasy began to dissolve. 

The Board’s conditions that most seriously hampered treasurers were 
three. First, loans had to be taken for the full period of the relevant loan 
sanction—sixty years in the case of housing, which accounts for some 70 per 
cent of local authority investment. Secondly, repayments had to be made 
annually in cash, either by equated annuity or by equal annual instalments 
of principal. The first requirement had the effect of compelling the 
authorities to accept long-term commitments at the rate of interest prevailing 
at the moment of raising the money, thus greatly limiting the scope for 
judgment and flexibility in their financial management. Authorities not 


TABLE II 
SOURCES OF LOCAL BORROWINGS* 
(£mn) 
Other 
Tota Mortgages, 
Year to Borrowings Stock Internal 
March 31 (gross) PWLB Issues Funds, etc. 
1951 wi a 340.4 280.7 -—- 59.7 
1952 " us 398.0 337.7 60.3 
1953 oe <s 473.9 366.4 6.0 101.5 
1954 ie ws 494.8 272.9 19.0 201.9 
1955 “ia 1s 520t 340.0 14.5 164+ 
1956 ‘a xa 520f 311.9 19.0 189+ 
* England and Wales only. + Estimated. 


operating a consolidated loans or mortgage fund are required to apply the 
proceeds of each loan exclusively to the particular project for which the 
loan sanction is issued. A third condition was the seven-year rule, intro- 
duced in 1943 to prevent the building up of a volume of short-term debt 
that might be an embarrassment after the war: this rule forbade the 
authorities to borrow on mortgage for periods of less than seven years and 
was later embodied in the rules for Board loans under the 1945 Act. 
The first major change in this system came at the end of 1952, when 
Section 1 of the 1945 Act was allowed to lapse, so that the authorities 
became once more free to borrow outside the Board—while still retaining 
the right to draw funds from the latter source. ‘The procedure whereby 
the Board’s approval and Treasury consent went alongside the grant of 
a loan sanction by the appropriate authority remained in force. ‘Thus, 
from the beginning of 1953 treasurers were in the extraordinarily favoured 
position of being able to treat for private money on mortgage or for a stock 
market issue with the absolute assurance behind them that, if all else failed, 
they would still get their money at ruling gilt-edged rates or better—but 
in that case always for the full term of the project. Opinion at the Treasury 
had now changed, and the larger authorities were encouraged to make 
market issues in order to relieve the drain imposed on the Exchequer. 
Though borrowing on mortgage or by stock issue was ordinarily more 
expensive than from the Board, the conditions as to borrowing for the full 
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period of the loan sanction and as to annual cash repayments applied only 
to PWLB finance (but the ban on mortgage borrowings for less than seven 
years applied generally). Attracted by the greater flexibility afforded by 
outside finance, some local authorities quickly seized the opportunity to 
borrow from the market, partly by stock issues; and from the beginning of 
1953 until the early part of 1955 demands on the Board were greatly reduced. 
In the spring of 1955, however, the credit squeeze and the climb in interest 
rates coincided with the removal of the full-term condition attached to 
borrowings from the Board, so that there was then a major swing-back to 
the official source. 

The general trend of local authority borrowings over the six years to 
end-March last and their distribution between PWLB finance and private 
sources are shown in Table II. This relates only to England and Wales 
as corresponding data for Scotland are not available (in 1953-54 Scottish 
authorities borrowed the equivalent of about 15 per cent of the total bor- 
rowed in England and Wales). The figures in the last column of the table 
are obtained by deduction of other sources from the total (obtainable only 
from the annual White Paper of Local Government Financial Statistics for 
England and Wales). ‘The extent to which there is resort to internal funds 
cannot be assessed. At end 1953-54 the amount held in special funds by 
authorities in England and Wales was £421.4 millions, and the accretion 
during that year was £34.9 millions. Switching from these funds of existing 
investments, redemption proceeds and excess current receipts are all 
relieving outside borrowing at the present time—according to some observers 
to the extent of £50 millions a year, and perhaps more. 


II—THE SWITCH TO MARKET SOURCES 


The foundation of this whole edifice of post-war borrowing by local 
authorities was shattered by Mr Butler in his budget speech of October 26, 
1955. ‘The PWLB was thenceforth to be a lender of last resort and the 
rates of interest charged would reflect not Government credit but the credit 
of local authorities of good standing: 


. . . to restore financial responsibility to the local authorities . . . I have 
asked the Board, before it grants any advances in future, to put all applicants 
on enquiry as to their ability to raise the finance on their own credit, either 
in the stock market or in the mortgage market. I intend that all authorities 
who can borrow on their own credit shall make full use of the capacity of both 
markets, with corresponding relief to the demands on the Exchequer. 

. .. I propose to change the present practice whereby an authority is charged 
a rate based on its own credit if it borrows in the market but a rate based on 
Government credit if it borrows from the PWLB. In future, an authority 
which makes its case for borrowing from the Board will pay a rate reflecting 
not Government credit, but the credit of local authorities of good standing in 
the market for loans of comparable periods. . . . 


The combined effect of this dramatic twofold change represented a heavy 
and uncovenanted burden for local authorities. Although provision was 
made for flexibility in operating the new rule for a transitional period, 
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treasurers were soon shocked to find that the Board was applying the tests 
with considerable toughness. It does not, for example, consider that the need 
to pay high interest rates in the market is tantamount to inability to borrow, 
though rather more lenient treatment is accorded to the smaller authorities. 

The effect has been to reduce the Board’s new lendings very strikingly 
—though, naturally, the change does not clearly emerge from the annual 
figures shown in Table II (for England and Wales only). In 1955-56 its 
new advances in Great Britain totalled £364 millions, or {21.5 millions less 
than in 1954-55, but, as already noted, there had been a massive increase 
in the seven months before Mr Butler’s announcement. In the March 
quarter of this year it lent {63.7 millions, compared with {166.7 millions 
in the similar period last year, and in the June quarter only £37.5 millions, 
compared with £91.3 millions. Since any seasonal tendency there may be 
in the borrowings is heavily overlaid by extraneous influences, it is unwise 
to project the quarterly figures to an annual basis; but it is believed that 
the Board’s advances are now running below the rate of the June quarter.* 

The extent of the strain put upon the new issue and mortgage markets 
by this large decline in lending by the Board depends, of course, upon how 
far the local authorities are succeeding in keeping down their capital 
expenditures. ‘They were asked last October to review their programmes 
so as to ensure that outlay in 1956-57 did not exceed that for 1954-55 (which 
implied a perceptible cut), and in February the Ministry of Housing and 
Local Government stated that all new capital projects or extensions of 
existing schemes (with certain exceptions for housing and education) were 
to be deferred; for at least six months new loan sanctions were to be deferred 
except where this would involve risk to health or other vital interests. In 
spite of these exhortations and administrative restraints, it is thought in 
local government circles that the current year’s expenditure can hardly be 
less than that for 1955-56, if only by reason of the general rise in costs. 

The demands upon private sources of finance have therefore been, and 
must continue to be, very large. Corporation borrowers have this year 
been moving fairly freely through the turnstiles of the new issue market— 
much more freely, indeed, than for many years. In the first six months 
their borrowings there totalled £373 millions, whereas none at all had 
occurred during the corresponding period last year, when the gilt-edged 
market was being acutely strained by the sales from the banks. But the 
queue of gilt-edged borrowers of all kinds is long and importunate; it 
cannot be expected that market issues will make more than a modest con- 
tribution to the very large sums that the local authorities must continue to 
raise from private sources unless PWLB lending expands again. 





* ‘The weekly Exchequer returns, showing loans to and repayments by the Board, do not 
afford any precise measure of the trend, chiefly because the Board’s repayment obligations 
on annuities to the Exchequer are not aligned with the local authorities’ repayments to the 
Board. At times, therefore, the Board is able to meet a substantial part of its new lendings 
from the excess of its receipts from repayments over the amounts that it is itself repaying 
to the Exchequer. ‘This explains why the quarterly advances by the Board quoted above 
appreciably exceed the corresponding gross issues by the Exchequer to the Board. From 
end-October last up to end-June those issues totalled £133 millions, compared with £300 
millions in the similar period a year previously. 
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Inevitably, the pressure upon the mortgage market has been intense. 
The stiff increase in interest rates—both in the general level and in the 
surcharge exacted for mortgage loans by comparison with gilt-edged stocks 
—has attracted a substantial flow of money to the market, but in spite of 
this there is now considerable difficulty in meeting the demands of the 
authorities. ‘Twelve months ago mortgages and short-term loans were 
being placed at an estimated rate of some £200 millions a year, and some 
observers believe that in the past six months the annual rate may have 
reached £300 millions. It is questioned, however, whether this very large 
rate of lending can be maintained. ‘To a significant extent, it is thought, it 
has been attributable to the non-recurring inflow of accumulated moneys; 
while the flow of current accumulations potentially available for mortgage 
finance is being diminished by the general effects of the credit squeeze and 
then subjected to intensified competition from other types of borrowers. 
Since January the authorities have been assisted by the lifting (except for 
PWLB loans) of the ban upon the creation of mortgages for less than seven 
years; this has enabled them to meet the needs of those lenders who, 
though desirous of lending for relatively short periods, still insist upon 
formal security. A substantial volume of business is, however, done in 
unbonded loans for periods ranging up to one year. ‘There is a large 
flow of short-term funds which is placed with the authorities virtually in 
the form of deposits; placings for a minimum period of one month, and 
subject to seven days’ notice thereafter, at present command around 5/ per 
cent. The local authorities can probably hold their own in the com- 
petition for such short-term moneys; at least they labour under no such 
disabilities as beset them in the competition for longer-term finance. But 
short money, even if it continues to be available on the recent scale, can 
solve only a modest part of their problem. 


II—DISADVANTAGES OF MORTGAGE 
BORROWING 


The disadvantages that are at present inherent in mortgage borrowing 
therefore merit close examination. Lack of knowledge of these disadvan- 
tages and of the technical frictions in the mortgage market has been 
responsible for much misunderstanding, and much unconstructive comment 
upon the local authorities’ capital problem. If the authorities are to be 
responsible for raising their own funds it is important that the cost should 
not be increased merely by reason of defects in the characteristics of the 
securities they offer and inadequate market organization. 

Local authority mortgages are formally secured on the revenues of the 
authority concerned. But, whatever the precise legal rights acquired by 
the lender, it is inconceivable that the bond could be enforced in the event 
of default since that would involve a breakdown or suspension of public 
service in the affected area. Default by any authority would also affect the 
credit of all. If any authority were to get into financial difficulties, the 
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Government would be obliged to take over the administration and provide 
Treasury support, as was done in the early ’thirties for West Ham. 

If this argument is valid, the intrinsic credit standing of local authorities 
ought to be very close to that of the central government itself. In practice, 
the yield offered by the market issues of large authorities has generally been 
within + per cent of that offered by comparable Government securities, 
and during the period 1953-55 much the same differential usually obtained 
for mortgage borrowings, despite the superior marketability of stock. It 
should be noted that, subject to some anomalous exceptions—to remove 
which legislation has been promised—the mortgages rank as trustee securities. 

Notwithstanding their inherent disadvantages, they offer special attrac- 
tions to some institutions for certain purposes. The lender obtains a 
security that can, if desired, always be valued at par in his balance sheet 
or in the computation of profits for tax purposes; if his loan is large, he 
will often be able to arrange maturity to coincide to the very day with his 
own maturing obligations; and all expenses on subscription will be paid by 
the authority. No other security of corresponding grade offers such advan- 
tages—and, in present circumstances, no other such security offers so high 
a flat yield. ‘These considerations appeal most notably to life assurance 
companies, pension funds, friendly societies, the Public Trustee investment 
accounts, and the Special Investment Departments of the ‘Trustee Savings 
Banks, which comprise the main buyers of local authority mortgages. 


Comparison with Marketable Stocks 


For many other classes of investors—including most institutional investors 
except for strictly limited purposes—such mortgages are ruled out by 
technical factors. The most obvious drawback, though not always the 
most important consideration to major institutional investors, is the difh- 
culty of liquidating a mortgage holding before maturity. Some mortgage 
brokers will always do their best to arrange sales, but the seller invariably 
incurs a penal sacrifice. He has in effect to pay the 2 per cent stamp duty 
on transfer* and the broker’s commission, and the buyer’s interest must be 
whetted by the offer of a higher yield than that obtainable from newly 
created mortgages. ‘The whole process, moreover, is uncertain and slow; 
the buyer who wants the exact amount of the mortgage offered, and the 
same maturity, has to be tracked down. As will be seen, the organization 
of the so-called market is rudimentary—from which it follows that mort- 
gage paper is not highly regarded as collateral for bank or other loans. 

Secondly, when money is scarce and interest rates are high, the balance 
is heavily tipped against mortgages in favour of quoted securities by reason 
of the incidence of taxation. When quoted securities are available at well 
below par they offer special advantages to certain types of investor, whether 
or not they have a final redemption date. ‘The taxation aspects and technical 
accounting needs of different types of funds differ widely; but to investors 





* Corporations usually ‘‘ compound ”’ the stamp duty on transfers of their stock issues 
quoted on the Stock Exchanges, so that these stocks pass free of stamp to the buyer; there 
seems no reason why the same facility should not be arranged for mortgages. 
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that do not pay tax on capital appreciation there will often be strong advan- 
tages—in terms of net yield or for reasons of policy—in buying marketable 
stocks quoted well below par and in accepting a relatively low flat yield. 
All the institutions mentioned above as the main buyers of local authority 
mortgages are in this tax category, so that their demand for mortgages is 
apt to decline when a general rise in interest rates forces most gilt-edged 
stocks below par. In such conditions the effective return obtainable from 
a medium or long dated stock, after grossing up the capital profit to redemp- 
tion at 8s 6d in the f£, quite outshines the (flat) return obtainable from 
mortgages. Such considerations apply with even greater force to large 
private investors in view of the surtax factor, which obliterates any com- 
parison between a high running yield and a low one plus capital profit. 
For small private investors such tax factors are of less significance, but 
here liquidity is a prime consideration—and equally operates against direct 
lending on mortgage. Few personal investors, large or small, can afford to 
hold any significant proportion of their assets in a security that, even in the 











TABLE III 
MORTGAGE RATES AND GILT-EDGED YIELDS 
(per cent) 
1952 1953 1954 — 1955 ee an 1956—— -, 
Mortgages: Sept Oct Fune Mar Fully Aug Sept Fan Mar Aug 


PWLB, over 15 yrs* 44 4 3% 4 4} 4} 5 5} 54 54 
Private, 20 yrs 4} 4 3% 4 4t 4h 5 53 53 54 


Yield on: 
3% Svgs 65-75 (to’75) 4.13 3.79 3.63 3.86 4.23 4.51 4.95 4.83 5.05 5.26 
24% Tr Stk (Flat)... 4.26 3.96 3.84 4.04 4.18 4.34 4.54 4.62 4.74 4.82 


* Repayable by annuities. 


event of death, can be liquidated only at a substantial loss, though some 
authorities may concede premature repayments of small mortgages. 

Small investors can acquire an indirect interest in local authority mort- 
gages through the Special Departments of the Trustee Savings Banks, 
which at present pay a deposit rate of 34-4 per cent, subject to tax. Such 
mortgages are the only form of investment permitted to the Special Depart- 
ments apart from Government securities. The limited scope of this 
alternative outlet before the end of 1952 caused the Special Departments 
to accumulate large holdings of gilt-edged on a low average yield basis; 
hence they have eagerly taken the opportunity provided by the rise in local 
authority mortgage rates to increase their proportion of this form of invest- 
ment. At November 20, 1955, 70 per cent of their funds was in this form, 
and the actual increase since 1952 was {£82 millions. The limit on deposits 
in the Special Departments was raised from £1,000 to £2,000 earlier this 
year, and the total of deposits is growing: even so, it is open to question 
whether local authorities will receive substantial new money from this 
source, in view of the general competition for small savings. 

The second technical aspect of the problem of ensuring an adequate flow 
of investment funds to the local authorities concerns the actual organization 
of the market for mortgages and short-term funds. Contrary to the 
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impression that prevails among local authority treasurers, the mortgage 
market is far better organized on the side of borrowers than of lenders. 
The treasurers do get together through the branches of the Institute of 
Municipal Treasurers and Accountants, but there is no comparable means 
of communication between lenders or buyers. ‘To handle the placing 
business a small number of agents have established themselves in the City 
and in a few provincial centres. ‘These specialist firms circularize treasurers 
and finance ofhcers with letters and information about the state of the 
capital market in general, current mortgage rates and placings, and like 
data, with the object of obtaining information about their requirements. 
Though the established agents enjoy excellent standing, they do not belong 
to any common association and are consequently entirely free, within the 
law, to approach any potential borrower or lender at will. Any one of them 
is at liberty to deal with the principals of any other agent in the business. 
This freedom may make for keenness in competition, but one important 
result is that there is hardly any exchange of information or marrying of 
deals between one agent and another. 

Having ascertained the treasurers’ requirements, the agents or brokers 
approach likely sources, either direct or through intermediaries, including 
leading gilt-edged brokers. The mortgage brokers sometimes find the 
money from their own investing clients. ‘The stockbrokers similarly some- 
times deal direct from borrower to lender, and sometimes, indeed, very 
large business short-circuits the so-called market altogether. In all cases, 
the borrower pays expenses—the legal and incidental costs of the mortgage, 
stamp duty and brokers’ remuneration. ‘This remuneration is generally 
around 4s per £100 for long-term mortgages, shaded down for shorter 
periods, and is usually shared when two or more intermediaries are involved. 
(The expenses are in line with those involved in borrowing from the PWLB.) 
The fact that all expenses are borne by the borrower removes the incentive 
there would otherwise be for lenders to try to short-circuit the market. It 
is on the whole sound policy both for treasurers and lending institutions to 
support the recognized agents, since this ensures to them a continuing 
service of information, bids and offerings. Deals in already issued mort 
gages are few and mostly small, but some agents specialize in them. 


Need for Pooling of Borrowings ? 


In short, the market is a rather inadequate piece of machinery for the 
purpose of servicing a flow of capital of several hundred millions a year. 
The nature of the security, as constituted by prevailing practice, limits its 
appeal to a comparatively restricted range of investors and precludes the 
evolution of adequate dealing facilities. Consequently, the cost to borrowers 
is higher than it might be in relation to the general level of interest rates, 
though in the past the local authorities have sometimes been able to borrow 
more cheaply on private mortgage than they could do from the Board. 
Also, a great expenditure of man-power is involved by the piecemeal attack 
of hundreds of authorities each of which, under the present régime, has to 
devote experienced personnel to the techniques of money-raising. All this 
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has nothing to do with the theory of using high interest rates as a means 
of reducing local authorities’ capital expenditure—it is a mere clog in the 
works of local administration, imposing an artificially enlarged burden on 
the ratepayers. The obvious solution, it would seem, and one that might 
emerge before long, is some form of pooling system that would provide, 
through some central but autonomous lending and borrowing body, the 
sort of securities in amounts and congruity of type such as would form the 
basis of a proper market—in fact, a modernized and adapted version of the 
local loans fund principle as operated before the war. 

Those concerned with local authority finance have naturally been aggrieved 
by the fluctuations in Treasury policy. The policy of trying to reduce 
capital expenditure by making local government finance dear is, they mostly 
believe, largely misconceived. Mr MacColl put the point neatly in the 
House when he pointed out that “ local authority finances do not arise out 
of the idiosyncrasies of local councillors: the great bulk of expenditure is 
virtually mandated by the central government”. ‘To the extent that pro- 
jects are considered essential, the rise in the costs of financing them must 
exert its restraint upon aggregate demand mainly by its repercussion upon 
the level of rents and local rates and upon the capital market. However 
desirable that process may be, the fact remains that the present system of 
mortgage borrowing is liable to be expensive in relation to creditworthiness. 
The policy of separating local authority borrowing from State borrowing is 
no doubt sensible. But there is no case at all for not establishing an 
adequate system for raising the money. 





An Artist's Sketchbook: No. 36 


Barclays Bank, Cardiff 


BRITAIN’S FIRST ESCALATOR BANK 


staid and unexciting; hence this sketchbook has hitherto been confined 

to the delightfully varied and often most pleasing bank exteriors. ‘The 
newly opened branch of Barclays Bank in Cardiff, however, calls irresistibly 
for an inside view: it is Britain’s first bank above street level—its first 
“escalator bank’’. ‘This is a novelty even in the United States, where it 
has attracted attention in the all-glass office of the Manufacturers Trust 
Company in New York. The first escalator bank in the world was actually 
introduced by Barclays DCO in Johannesburg. 

The Cardiff building, which has large rectangular windows and is faced 
with Portland stone, is a corner site of which the ground floor is occupied 
mainly by shops. ‘The first floor is occupied by the main banking hall and 
the second by the Barclays local head office. This striking break from 
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[ ERIORS of banks in Britain are in general disappointingly uniform, 
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Specially drawn for The Banker 
by Geoffrey S. Fletcher 


tradition has been made by the bank to conform with the town plan of 
the local authorities, which aims to reserve ground floor space for shops. 
A car park for customers is provided at the back of the building. 

In addition to the escalator there is a passenger lift designed to serve 
both the banking hall and the local head office on the second floor. ‘There 
is also a bullion lift. ‘The banking hall has rubber flooring and is panelled 
in aspen wood; the panelling strikes a distinctive note, the simplicity of 
which is emphasized by the carved swags, somewhat in the Grinling Gibbons 
manner. It is good news that Barclays plans to open another escalator bank 
soon, in Birmingham. 
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How Permanent are 
Australia’s Cuts ? 


By J. O. N. PERKINS 







CANBERRA, August 9 


NCE again, Australia has been obliged to take defensive trading 

measures that are at the same time objectionable and unavoid- 

able. ‘The further import cuts announced at the end of June 

—the fourth round in the present series, which began in 
October, 1954—are a disappointing sequel to the severe cuts imposed a 
year ago and the monetary and fiscal restraints imposed in the spring, 
which together were expected to be adequate to restore Australia’s economy 
to balance. In practice, imports have failed to show the expected reduc- 
tions, to the intended level of under £A60 millions a month. The actual 
average of imports in the first six months of 1956 was some £A68 millions 
a month, though in June they fell to £A63 millions and in July (still unaffected 
by the latest restrictions) to £A58 millions. 

In the trading year to mid-1956 as a whole imports reached {A819 
millions, only £A28 millions less than in 1954-55, notwithstanding the 
considerable intensification of import restrictions during 1955. Exports 
rose between the two trading years by only £A12 millions, to {A773 millions, 
and the deficit in current external payments was reduced quite inadequately, 
from £A257 millions to £A221 millions. The new cuts are designed to 
achieve a further reduction in imports of £A40 millions a year, which 1s 
calculated (as was each earlier round of restrictions) to be sufficient to 
balance the external accounts as a whole during 1956-57. ‘The restrictions 
are, however, being backed to a certain extent by some more fundamental 
correctives of Australia’s economic weakness. 

When he introduced his previous round of import cuts in the autumn of 
1955, the Prime Minister, Mr. Menzies, set his Government the task of 
arresting the decline in the country’s international reserves by June this 
year. He spoke of £A300 millions as the figure below which it would be 
undesirable for the reserves to fall, other than seasonally. The official 
forecast of their level by the middle of this year was {A288 millions. It 
is now Officially estimated that, thanks to a steady rise in the spring quarter, 
the reserves at end-June were about £A350 millions. This marks a fall 
of some £78 millions since mid-1955, compared with a fall during 1954-55 
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of some {A142 millions. As the country’s current account between the 
two financial years improved by only £A36 millions, there appears to have 
been an appreciable rise in the capital inflow (officially estimated at £A115 
millions for 1954-55, including provision for errors and omissions). Part 
of this inflow of capital seems to be temporary, and it would be unwise 
to rely upon a continuation of the high levels of recent years. It is known 
that the Commonwealth Government has recently applied for a large loan 
from the World Bank, and a mission from the Bank is now in Australia to 
consider the request. 

Another uncertain element in the recovery of Australia’s reserves appears 
to be the rise in export income. Wool prices rose by about 15 per cent 
in the first half of the year, but even this recovery left them some 14 per 
cent below the 1954-55 levels. ‘The unexpected increase in the country’s 
export income in 1955-56, by £A12 millions to £A773 millions, was in fact 
attributable primarily to yet another good crop year. ‘The remarkable run 
that has been enjoyed cannot be expected to continue indefinitely. More- 
over, some of the increase in wool output has been due to the virtual 
elimination of the rabbit by the spread of myxomatosis, and this gain can 
now hardly be carried further, and could even be partly reversed. ‘The 
rather lower wool prices should, however, permit better competition with 
synthetics. Further possible sources of mcreased Australian exports in 
coming years are metals and manufactured goods (which now account for 
not far short of 10 per cent of Australia’s total exports, mostly in South- 
East Asia and in New Zealand). It would be unreasonable, however, 
whatever efforts are made, to hope for an annual export income of more 
than about the present level of some £A750-800 millions. 


Heavy “ Direct ’’ Capital Imports 


The level of capital imports has also been larger than the Government 
could have expected last year. Borrowing on Government account, 
primarily in the United States and in Canada, has been only a small con- 
tributory factor; and the loan raised in the United States was needed for 
the repayment of loans maturing later this year. By far the greater part 
of the inflow has been on private capital account, most of it probably in 
the form of direct investment in subsidiaries and affiliated companies, 
mainly by United Kingdom and American firms. 

Up to mid-1954 (the most recent figures available) as much as one-third 
of the value of manufacturing projects commenced in Australia since the 
end of the war has been financed by companies wholly or partly owned 
abroad. Of the total foreign company investment in Australia, some 
21 per cent has been by North American firms, and 70 per cent by United 
Kingdom firms. Largely because of the practice of the American firms of 
ploughing back a large part of their subsidiaries’ undistributed profits, the 
United Kingdom’s share of this total had fallen somewhat in the later 
years; and despite the fact that the total of United Kingdom firms’ invest- 
ment in Australian companies was still (at mid-1954) some two and a half 
times that of American firms, the total investment income i.e. both distri- 
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buted and undistributed profits) payable in 1953-54 to American firms was, 
at £A30 millions, nearly as much as that payable to Britain ({£A33 millions). 
Income actually remitted to North America in 1953-54 amounted to £A13 
millions, compared with remittances to Britain of £A21 millions. 

It is clear that if the American firms choose to remit larger amounts of 
their profits in future years—and the largest of them, General Motors 
Holden’s Ltd, has remitted large dividends in the two most recent years— 
this could exercise a severe strain on Australia’s balance of payments, a 
strain that would be transmitted to the sterling area dollar pool. The 
total income payable to American companies (including undistributed 
profits) has already risen sharply: from some 11 per cent of Australia’s 
dollar earnings in the three years to 1950 to as much as 43 per cent in 
1953-54. It may be expected that Australia will look with increasing 
caution at the terms upon which overseas capital is entering the country— 
and at the sort of long-term strain that subsequent outgoings in the form 
of dividend remittances are likely to involve. On the other hand, it seems 
that, subject to such qualifications, an inflow of capital on much the same 
scale as in recent years (when it has amounted to about £A100 millions a 
‘year on average) will be necessary and should be welcomed. 

Whether it will continue to be available depends largely upon whether 
the economic potentialities of Australia are prejudiced by unimaginative 
economic policies. It is true that the long-continued reliance upon import 
restrictions instead of upon policy measures that correct the underlying 
weaknesses of the economy has attracted large amounts of capital from 
overseas firms that have established subsidiaries in Australia behind the 
barriers shutting out their own exports. However, in the long run the 
effects of this factor would tend to be outweighed once overseas investors 
came to believe that Australia would be unable to solve its balance of 
payments problems without devaluation. 

During the past year the Australian Government has taken certain 
measures to secure a sound balance in the domestic economy—the absence 
of which lies at the root of the external troubles. The last two years have 
seen a recrudescence of inflation; the retail price index has risen at a rate 
of some 4 per cent a year, and the rise of 2.6 per cent in the second quarter 
of this year was the largest for three years. 
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The policy adopted last September, with elections in the offing, was to 
endeavour to secure the co-operation of various crucial groups (notably the 
hire-purchase finance companies) in checking demand, but to avoid any 
increase in interest rates or taxation. In March this year, indirect taxes 
and interest rates were duly raised. Bank overdraft rates were increased 
from a maximum of 5 per cent to an average of 54 per cent and a maximum 
of 6 per cent, the more favourable rates to be charged to those industries 
thought likely to strengthen the balance of payments. Fixed deposit rates 
were raised by 1 per cent. Meanwhile under the pressure of the fall in 
bank liquidity, arising mainly from the external deficit, bank advances had 
fallen by March sufficiently for the Prime Minister to be able to state that 
no further reductions were necessary. 


Liquidity Squeeze Working 

By June the deposits of the main trading banks had fallen on the year 
by £A48 millions, or about 3 per cent, and advances had fallen by some 
f{A20 millions, or 2 per cent. The ratio of the banks’ liquid assets 
(including Government securities) to deposits declined fractionally over the 
year, from 18.6 per cent to 18.4 per cent of deposits. In the same period 
their non-deposit liabilities, which include short-term loans from the 
central bank, rose by £A19 millions. The trading banks could hardly 
allow their liquidity to fall further; the central bank has long suggested a 
minimum of 25 per cent. Hence a further tightening of credit would 
probably have taken place had the authorities not made releases from the 
trading banks’ special accounts. Another important factor that put pressure 
on the banks’ liquidity, moreover, was the Government’s discontinuation 
in March of its support for and virtual pegging of the bond market. 

Bank advances seem to have reached a plateau after the almost uninter- 
rupted expansion of recent years—and the prospects in coming months are 
of continued stringency as the banks face further appreciable strains on 
their liquidity. Notwithstanding the releases from special accounts, there 
is no evidence that the authorities believe that the credit squeeze should 
now be relaxed. Where individual banks have been in difficulties, the 
central bank has in recent months preferred to extend loans to them at 
what amounts to a penal rate rather than make releases from special 
accounts, since these are made without discrimination among all banks. 

The higher taxes, higher bank interest rates and the withdrawal of the 
peg from the bond market should combine with the already steadying 
tempo of industry to lop most of the inflationary pressure off the Australian 
economy within the next few months. Already the labour market has 
shown signs of reduced pressure. The number claiming to be unemployed 
is rising towards the number of unfilled vacancies—which has fallen from 
some 68,000 at its peak in early 1955 to 32,500 this June. The number 
of registered unemployed has probably been somewhat swollen by industrial 
disputes; at over 31,500 for June it was some 12,000 above the figure for 
June, 1955—though still only some three-fifths of that recorded in June, 1953. 

Further evidence of a reduction in inflationary pressure has been the 
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noticeably slower rate of growth of hire-purchase; indeed, during the 
March quarter there was actually a small decline in the total balances out- 
standing to finance companies on retail hire-purchase agreements, in contrast 
to the increases of 6 per cent in the same quarter of 1955 and of 7 per cent 
in the last quarter of the year. The Federal Government has not yet 
found any way of controlling hire-purchase (which appears to be the 
province of the States under the Constitution), but it may be that the need 
to do so will now pass—provided the fundamental measures of disinflation 
are carried far enough. Certainly this appears to be the official view; the 
Government raised no opposition to the announcement by the finance 
houses that terms would be relaxed somewhat in the new financial year. 
The real test of the Australian Government’s willingness to press dis- 
inflation to the point where it will prove a fundamental corrective seems 
likely to be reached in coming weeks. ‘The budget, due in late August, 
was at the time of writing not expected to include any major measures. 
Soon, however, the new import restrictions will probably begin to impinge 
on available supplies, and some domestic industries are likely to be forced 
- to reduce output owing to shortages of imported materials and machinery. 
Reluctance on the part of the authorities to tighten the administration of 
import controls to the point at which this happens has probably been an 
important reason why imports did not fall to the intended level during the 
first half of 1956 (though other factors also played a part, particularly an 
increase in imports of petroleum, which have not been limited, and the use 
during these months of previously granted licences). But the restrictions 
did succeed in cutting sharply into imports of consumer goods, and now 
that these constitute only a small part of total imports, the brunt of the 
further reductions necessary will need to be borne by imports of materials 
and components for manufacturing industry. If this leads to some unem- 
ployment, it may then be more difficult for the Government to impose the 
disinflationary pressure that will still be necessary (to match the decline in 
available supplies). On the other hand, the import boom of the last 
eighteen months or so has led to some building up of stocks—though to a 
very much smaller extent than in 1951-52—and this should cushion the 
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impact upon industry and consumers of the fall in imported supplies. 
But if official policy is to achieve the re-deployment of resources necessary 
for restoring Australia’s economic strength, it must go further than the 
removal of over-full employment (which the present measures may well 
accomplish). In theory, a judiciously administered programme of import 
controls could doubtless be a means of fostering the growth of those 
Australian industries that would do most to raise the country’s output and 
strengthen its external payments. In practice the controls are likely to be 
used in no such way. ‘The administration of the controls hitherto suggests 
that the industries in the best position to obtain protection are those that 
can make a case for their ability to produce “ import-replacing ”’ goods. 
The danger that such encouragement might pre-empt resources from more 
efficient export industries, or producers of goods not internationally traded, 
has rarely been recognized in public pronouncements. Moreover, the 
controls have not unnaturally fostered many industries other than those 
that might be able to stand on their own feet after a period of protection. 
Above all, the restrictions have not succeeded in reducing the proportion 
of imports to national output. Any protection that is economically justi- 
fiable, it can be argued, would be far better provided by the less arbitrary, 
more nicely graduated and more adequately considered method of tariffs. 

The first need, however, is to sustain the policy of disinflation and restore 
a reasonably stable balance to the external accounts. At present the spot- 
light in the domestic economy is on wages. A conference of the State 
Premiers with the Federal Treasurer is to meet in the middle of August to 
discuss means of arresting inflation. In particular, it will consider the ending 
of cost-of-living adjustments; these are still paid to some workers who 
happen to have their wages fixed under State awards, though not, since 
September, 1953, to those working under awards of the Federal Court.* 

Some publicity has recently been given to the relatively low level of 
productivity in Australian industry, and something akin to Britain’s Pro- 
ductivity Council has been proposed. But the most that can be reasonably 
hoped for is that Australian wage costs will rise no faster than those of the 
outside world. ‘The only defensible course seems to be to maintain firmly 
the present policy of disinflation and to make every effort to’ increase 
productivity by securing a diversion of resources to those industries that 
can make most profitable use of them (whether or not these seem to be 
those most likely to replace imports) 

The immediate portents are reasonably good. In the absence of any 
new adverse factor there is good reason to hope that Australia will add to 
its international reserves in the coming year. Only if this is done is there 
hope for a significant reduction in the import restrictions. For the country 
to achieve external balance without the use of import controls would require 
some much more drastic policy measures than at present seem likely. 
Certainly, the principal alternative of devaluation is not likely to be resorted 
to if the present weapons show a reasonable prospect of success. 





* In the event, the Conference broke up without result.—EDITOR 
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A Journal in the House 


By A SPECIAL CORRESPONDENT 





€¢ 
OQUSE magazine” and “house journal” are useful generic 


terms for the variety of publications sponsored by business 

houses; ‘‘ house organ ”’ is even better, for it accommodates 

at once the characteristics of the newspaper type publication 
and of the magazine. Unfortunately all three are often used loosely to 
describe one or other particular species rather than the whole genus, and 
the result can be confusion in the mind of the reader—reflecting in all 
probability confusion in the mind of the writer. ‘T'wo main species, at 
least, are quite distinct: those intended for staff reading (staff or works 
magazines) and those addressed to the general public. The latter are usually 
prestige publications, although some do direct selling work; the former 
can be at the one extreme a means of self-expression for the more talented 
members of the staff, or at the other a method of putting over to the workers 
the management’s point of view. 

There are a few staff publications that are of interest to the general reader, 
and many prestige magazines that are of interest to staff readers, but even 
in such cases the circulations are always in the main of one kind, not of 
both. One class of publication may perhaps be said to straddle the two 
main groups: the journal that is intended for, say, the retail salesmen who 
handle the products of the house, and who are neither staff nor general 
public. But for the present purpose it is reasonable to concentrate on the 
staff and the public publications. This article traces the development of 
the two types of house organ, and shows how their spread in recent years 
to a wide section of industry and commerce has involved significant changes 
in their role and their financing. A further article will examine the big 
changes that have taken place in subject-matter and “ appeal ”’. 

Any discussion of house organs must naturally pay considerable attention 
to bank publications—the bank staff magazines of the one species, the 
bank reviews as the outstanding constituents of the other. In the post- 
war years there has been a great proliferation of house publications, as 
awareness of their diverse uses has spread out amongst smaller and smaller 
businesses. Some people may even regard the whole genus as a post-war 
phenomenon. It is nothing of the kind; and the bank publications are 
witnesses to this fact. ‘There were house publications before any bank 
entered the field—the Great Western Railway magazine is usually cited as 
one of the very earliest, founded in 1888, and with a fore-runner in the 
years 1862-64. Lever Bros’ Progress dates back to 1899. But there was a 
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The “ Great Western Magazine and Temperance Union Record” was founded 

in November, 1888, by the Temperance Union with the Company’s encourage- 

ment; the Union was the forerunner of the Great Western Staff Assoctation, 

which in due course was the model for the all-regions staff association of 

British Railways. The “ nationalized’ magazine carries the same cover 

design and in part the same contents in all regions, though staff news and 
local material varies from edition to edition. 
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The Unilever organization to-day has a variety of staff magazines; 
‘* Progress,” founded in 1899, now ranks as a“ prestige”’ publication, addressed 
to the public as a whole rather than primarily to the staff. 
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Lloyds Bank staff magazine as early as 1902 (two issues in that year 
and one each in the two following years; then after a long interval three 
further issues appeared, in 1911, 1912 and 1913); and The County Magazine, 
which was launched in 1907 by the London & County Banking Company, 
must have been one of the earliest of regular staff magazines. Although 
this magazine has several times changed its name, as with amalgamations 
it came to represent a larger bank, it has had a continuous history down 
to the present Westminster. Regular staff magazines of the other large 
banks go back no earlier than the great amalgamations, Lloyds’ Dark Horse 
being the oldest, with its birth date in 1919. The start of the great bank 
reviews also came immediately after the First War (although Lloyds had 
launched its Monthly Financial Report as early as 1917). The banks have 
a longer tradition of house publications than is at all common in industry 
and commerce, and it is understandable if their editors read with a little 
scepticism as well as considerable interest the theorizing that has become 
general in recent years about the “‘ new”’ medium of communication. 

The house productions that have sprung up in their hundreds since the 
war are in some respects different from the old. The pre-war magazines 
depended for their existence to some extent on the almost coincidental 
presence amongst the staff of the “ house” of men capable of editing and 
producing them; this was nearly always true of the staff magazines and 
may have been true also of some prestige publications. After the war, 
house publications, especially staff and works magazines, were seen as 
desirable assets by businesses whose staffs in the nature of things were 
unlikely to contain good editor material; and as the need developed so did 
the service—the journalist who could be recruited as editor, and, a still 
greater innovation, the outside agency prepared to undertake the whole 
production. 

The older magazines, with an established tradition and staff of experience 
to support it, have tended to carry on in their own ways, modernizing 
themselves as seemed desirable but not seeking revolutionary change; and 
in the main the new bank magazines that have appeared since the war have 
followed the amateur example. But a great many of the other new staff 
magazines now reflect the new professional control; they are excellent 
productions doing a good job, but to the reader familiar with the warmth 
of the amateur approach they sometimes seem a little chilly in their sleek 
and expert professionalism. ‘The actual increase in the number of house 
organs since the end of the war must be a matter of guesswork; but the 
increase has been very great and very rapid. ‘There is no complete tally 
of existing house organs, but it has been estimated that there are now well 
over 1,200 house publications with an aggregate circulation (which for 
house organs may be very different from readership) of anything up to 
10 millions. Much the greater part of this great array of publications is, 
of course, in the staff rather than the prestige class. 

There is a new self-consciousness among the growing army of “ industrial 
editors ’’, which has for some years been reflected in the several associations 
in which they can exchange experience. This is a good thing. Before the 
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war the pioneers had no one to help them; they did excellent work, but 
there is no particular virtue in learning by mistakes. 

There is, of course, a great deal for anyone to learn who is charged with 
the production of a house magazine. One fundamental question, common 
to all, is ““ how much is to be spent on it?’ ‘The most cursory survey of 
a selection of house publications shows that budgets vary perhaps more 
widely than in any other homogeneous field of publishing. It is possible to 
produce a news sheet of four pages and a circulation of 5,000 on an appro- 
priation of as little as £75 an issue; it is possible, too, to see production 
expenditure on a 64-page magazine using a moderately good quality art- 
paper and four-colour illustrations rise to £1,500 an issue for a circulation 
of the same size. Between the two extremes, if indeed these are extreme 
figures, can be fixed the expenditure appropriate to any particular publication. 
A key part of this preliminary costing is the choice of printer— between 
good and not-so-good in any one locality, and, just as vital to the costing 
for London firms, between London and country with their different rates 
to be weighed against considerations of speed and convenience. It is 
possible for the business that contemplates launching a new publication to 
fix an appropriation first and then to find out how the best value can be 
obtained for it; it is equally possible to plan the publication first and 
thereafter, in fright at the estimates, to save money by pruning the plan. 
The first is the wiser course, but the second is perhaps the more general. 
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A similar financial problem arises on the revenue side. The prestige 
publication is by its nature offered free to the reader, and there are few 
exceptions to this practice. In the case of the staff magazine, however, the 
question of price is one that is perennially argued amongst the experts. 
Until 1939 it was easily possible to produce a staff magazine that paid for 
itself on the basis of excluding from the reckoning the editor’s salary and 
the office expenses. It is probable that the bank magazines, with an annual 
subscription of, say, 5s, did cover expenses in this sense. To do so to-day 
that 5s might need to be multiplied fourfold, and in general it has not 
been; subsidy is now becoming general. New magazines started since the 
war and with no tradition of financial “‘ independence ” are often issued 
free, or at a nominal charge; and the argument turns not on whether there 
should be an attempt to cover expenses, but on whether the entirely free 
issue does not devalue the publication. People tend to value what they 
pay for—and even the smallest subscription provides a measure of the 
publication’s popularity, and thus of its success. The bank magazines, and 
some other old-established journals, have put up their subscription rates 
quite substantially, so that although they may not cover production costs, 
part of the increase in those costs has been passed on to the readers. One 
of the best known of all staff magazines, however, the Shell Magazine, is 
priced at 3d—which for a publication of this quality is merely nominal. 

Another budget question that is virtually restricted to the staff magazines 
is that of advertisements; some staff magazines carry them, many do not. 
Here, too, there is some link with the pre-war tradition, the older magazines 
tending to have them, the newer ones not; and it is not difficult to infer 
that the advertisements, like the higher subscriptions, are a carry-over from 
the days of at least attempted self-sufficiency. But the considerations are 
not exclusively financial; advertisements can be welcome to the readers, 
however they may cheapen a publication in the eyes of a management new 
to the business and eager to make a really handsome gesture to its staff. 
Welcome or not, they can make a substantial contribution to the budget: 
a page rate of £20 for a 10,000 circulation amongst a homogeneous readership 
is a very reasonable proposition for the right advertisers; and at this rate 
five advertisement pages in a monthly magazine will produce £1,200 a year. 
That can be added to the £4,000 produced by an 8s subscription to show 
that a measure of “ independence ”’ is still possible. 

In counting the cost of a house publication, office and stationery expenses 
are often ignored. It is common to ignore the editor’s salary too if he is 
found amongst the existing staff, but where the editor has to be recruited 
from outside, editorial salaries are visibly substantial items in the profit and 
loss accounts. And the firm that employs an outside agency to undertake 
the whole production of its magazine naturally has to recognize the full cost 
of its publication, with no disguised overheads at all. It is less likely than 
others to fall into the error of comparing the production cost per copy of 
its house publication with the selling price of a commercial publication and 
inferring that there must be excessive profit in the latter. 
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Lite Assurance in the 
Credit Squeeze 


By T. H. PEACE 


N 1955, the total ordinary life premiums of members of the British 

Insurance Association with head offices in the United Kingdom rose by 8 

per cent or £25 millions—less than the bumper £31 millions achieved 

in 1954, but comfortably above the average rate of expansion in earlier 
post-war years; and the indications are that progress this year will con- 
tinue unslackened, or even accelerate under the impetus of the new tax 
concessions on pensions for the self-employed. ‘The impact of the credit 
squeeze on life assurance is conflicting: business tends to be depressed by 
the increased stringency of family budgets and stimulated by the more 
attractive terms, reflected in lower premiums and larger bonuses, that the 
life offices can offer by dint of the higher level of interest rates. These 
admittedly involve a corresponding depreciation in the life offices’ port- 
folios of fixed-interest investments: but from the long-run standpoint of 
the assurers the accounting concept by itself is not normally significant. 

On balance, life assurance has benefited considerably from the credit 
squeeze. ‘The net flow of funds in 1955 did not diminish. ‘This presents 
a striking contrast to the experience of the national savings movement and 
the building societies. The credit for this achievement may be attributed 
in part to the vigour and efficiency of the sales organizations of the life 
offices. But the expansion reflects also the ‘ natural” further growth of 
pension schemes, which continue to be stimulated by inflation combined 
with penal tax rates on higher-paid executives. 

The life offices have naturally been able to increase the return on their 
invested funds as interest rates have risen. ‘They have also made significant 
changes in the composition of their investment portfolios. Similar changes 
have been made in non-life funds, and it is instructive to glance at the 
recent trend of the direction of the investments of the insurance industry 
as a whole. The accompanying table shows the total investments of 
members of the British Insurance Association. 

By far the most striking shift last year was the expansion of mortgages, 
which rose by no less than £81.7 millions to £531.8 millions, increasing 
their share of total assets from 10.9 to 12.0 per cent. Little of the expan- 
sion was in industrial mortgages, which needed the sanction of the Capital 
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Issues Committee if they were in excess of £50,000 (and since March last 
£10,000); the main increases were in loans against private house-purchase 
and in mortgage loans to local authorities.* The increased demand for 
house finance enjoyed by the insurance companies has resulted largely from 
the stricter scrutiny being applied by the building societies, following the 
drain on their liquid resources. ‘The upshot has been that the insurance 
companies, too, have had to impose limitations on such lending to avoid 
too large a proportion of funds being used in this way, despite the lucrative 
non-profit endowment and fire business that often goes with it. The 


CHANGING COMPOSITION OF INSURANCE FUND PORTFOLIOS, 1927-55+ 
(£ millions; italicized figures show percentages of total assets) 
1927 1937 1947 1953 1954 1955 


Brit Govt and Govt guaran- 








teed securities .. ei 287 .7 373.6 1,003.7 1,242.3 1,269.5 1,242.6 
27.4 aoe 39.2 32.6 30.6 28.0 

Commonwealth Govt prov- 
incial and municipal stocks 91.7 115.9 111.0 174.3 188.7 192.0 
8.7 6.9 4.3 4.6 4.5 4.3 

Foreign Govt provincial and 
municipal stocks .. - 81.4 94.3 135.6 224.9 227.4 226.7 

7.8 5.6 $.3 5.9 5.8 5 

Total gilt-edyed and near 
gilt-edged .. + - 460.9 583.9 1,250.3 1,641.5 1,685.6 1,661.3 
43.9 34.9 48.8 43.0 40.7 37.5 

Debentures, preference and 
guaranteed shares ka 222.9 423.9 521.2 741.7 852.1 938.7 
28.8 25.4 20.4 19.4 20.6 21.2 
Ordinary shares gs és 36.2 150.0 271.9 478.6 584.0 679.9 
3.4 9.0 10.6 12.5 14.1 15.4 
Mortgages... - - 112.1 171.8 157.7 416.9 450.1 531.8 
10.7 10.3 6.2 10.9 10.9 12.0 

Real property and ground 
rents + i 4 56.8 103.7 148.7 303.1 324.7 357.4 
5.4 6.2 5.8 8.0 7.8 8.1 
Other investments .. a 162.2 238.1 211.1 234.3 249.5 260.6 
15.4 14.3 8.2 6.1 6.0 5.9 
TOTAL .. ~ .. 1,051.0 1,671.6 2,561.0 3,816.1 4,146.1 4,429.8 


100 100 100 100 100 100 


+ Returns of members of the British Insurance Association with head offices in the 
United Kingdom. Figures include invested assets only; current assets are omitted. 


pressure from the banks to reduce overdrafts has resulted also in an increased 
demand on the insurance companies for loans on policies to which policy- 
holders have a contractual right. 

The gilt-edged market, in contrast, appears to have received no net 
support from the insurance companies in 1955. The portfolio fell by £27 
millions, though it is possible that the whole of this fall is attributable to 
writing down. The proportion of insurance funds in gilt-edged has fallen 
steadily from the artificially high level reached at the end of the war. 
None the less, the rise of yields in 1955 stimulated demand from funds for 
immediate annuity business and‘short-term assurance; the close matching 





* Discussed in detail in an article by Mr. Harold Cowen on page 554.—EDITOR. 
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of commitments and investment maturities that is possible in this business 
has made the high coupon rates on new stocks and the certain redemption 
profits on existing dated stocks especially attractive. Accordingly con- 
siderable and profitable switching operations have been carried out. 

The biggest change in insurance investment portfolios in the past decade 
as a whole has been the increased réle of equity stocks. Between 1947 
and 1955 the equity portfolio rocketed from £272 millions to £680 millions 
—a rate of expansion twice as large as that experienced by insurance funds 
as a whole. ‘This welcome development has been stimulated above all by 
the need to hedge against inflation—a need that is paramount for the 
longer-term assurance funds. However, a liking for debentures and other 
fixed-interest securities remains evident, and it is still difficult to discern 
any concerted policy by investment departments for saving policyholders 
from the effects of inflation. 

The disturbing effects on the markets of general shifts in insurance invest- 
ment policy are in practice greatly mitigated by the considerable differences 
that exist in policy among the wide variety of individual insurance funds. 
‘Besides differences between individual companies, there are general differ- 
ences between the various types of insurance fund. Investments held as 
reserves for non-life business are traditionally on a short-term basis, and it 
is on the income from these that shareholders’ dividends are paid, not from 
underwriting profits. None the less, the tendency to increase equity hold- 
ings has spread to the non-life funds, if to a less extent than to the life funds. 
The variations in investment practice among the individual companies are 
attributable primarily to the fact that each management has its own particular 
problem of matching assets to liabilities and its own approach to these 
problems. ‘Thus the largest proportion of funds held by any one life office 
in equities is over 34 per cent, and the lowest under 6 per cent. The 
smaller concerns, of course, have the advantage of being able to turn over 
their funds more easily than the giants; but change is rarely rapid, and tends 
to take place less through switching than through modifications in the 
investment of new money. 

Notwithstanding the steadily increasing rdle of equities and mortgages 
during the post-war decade, the bulk—practically three-fifths—of the total 
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portfolios remain in marketable fixed interest securities; and the market 
value of these holdings has been seriously depleted by the tight money 
policy of the past eighteen months. Yet there has been a universal increase 
in rates of bonus declared to with-profits policyholders, and some offices 
have actually given special additional bonuses, which normally take the 
form of an extension of assurance cover. These increases in future com- 
mitments must have been drawn partly from the anticipation of future 
capital profits on dated gilt-edged stocks and debentures bought below par 
and partly from capital profits on equity stocks bought before the 1954 
boom. 

To a life assurance company the present market value of its portfolio is 
less relevant than the actuarial assessment of its yield. The method of 
calculation varies, but, broadly speaking, the liability is arrived at by cal- 
culating the present value of the sums assured and deducting therefrom 
the present value of total premiums yet to be paid, due allowance being 
made for mortality and interest. An increase in the rate of interest tends 
to reduce the estimated liabilities, and this offsets a lowering of market 
values—which affects only those offices that need to reinforce their liquidity 
by making premature realizations. 


How Assurance has Cheapened 


The insuring public has unquestionably benefited from the credit squeeze. 
Life cover can be secured on cheaper terms than at any time since the end 
of the war, and with-profits policyholders have enjoyed an increase in the 
value of their policies through bigger bonus allocations. The cheaper 
assurance reflects primarily the increase in the return on invested assets— 
not only in the current phase of dear money but also the general increase 
that has taken place since the late forties. Another benefit that has been 
quite especially appreciated this year has been the right of access of holders 
of policies with a surrender value to a source of credit that cannot be 
denied them. Loans for house purchase have had to be paid for at higher 
rates of interest, but borrowers have in many cases been glad to receive 
an offer at all. Existing mortgages, moreover, have in most cases remained 
immune from the general increases in house mortgage rates, since the life 
offices normally arrange their business at a fixed rate. A mortgage fixed 
at 45 per cent interest a few years ago has a very rosy look now. The 
higher interest rates have led to a cutting of rates for pension schemes and 
to the introduction of various with-profits arrangements. The more elderly 
have been offered better annuity rates, and now benefit also from the new 
taxation treatment for annuities that has come into force under the 
Finance Act. 

The life assurance managements therefore have no reason to complain. 
There has been no falling off in demand, and new money can be invested 
on more profitable terms. In the long run, however, the prosperity of the 
industry still seems likely to depend on successful counter-manoeuvre against 
inflation, so that policyholders may be kept satisfied with the fruits of their 
saving. 
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AMERICAN REVIEW 








ETTLEMENT of the steel strike, 

briefly recorded last month, has 

cleared the air for American in- 
dustry and left it with the conviction 
that summer doldrums will be replaced 
by invigorating autumn breezes. In- 
deed, it is not unreasonable to presume 
that the Federal Reserve Board’s index 
of production will get very close to 150 
before the turn of the year. 

This optimistic interpretation of the 
near-term outlook does seem to be 
soundly based. It has to be remem- 
bered, of course, that the steel industry 
has lost a formidable tonnage in recent 
weeks and there seems to be little 
doubt that marginal deficiencies of key 
products will continue for some time 
ahead and may impose some delays 
in major constructional work. On the 
other hand, the mills in August were 
rapidly making up for lost time. And 
the motor industry, where steel stocks 
present no problem whatever, is now 
exhibiting a much more cheerful pic- 
ture. Dealers’ stocks have dwindled 
steadily as output has remained low 
and consumer incomes have held at 
high levels. ‘The spring peak of car 
stocks was 900,000 and the end-June 
level 700,000. They were certainly 
below 600,000 in mid-August and the 
trade is looking for a reduction to 
200,000 by October. By that time the 
new (and higher priced) 1957 models 
will make their appearance and there is 
a present belief that the industry can 
‘““make 1956 a six million car year’. 
That will be far below 1955’s eight 
millions, but a material improvement 
on some of the gloomier forecasts made 
only a short while ago. 

Industrial confidence, however, is not 
founded merely upon expectations as 
yet unproved. Even before the steel 
strike it was apparent that the business 
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structure was far more solid than many 
believed. ‘The heavy setback in motor 
car production was not bringing a 
“chain reaction’’, personal incomes 
and spending were being held at high 
levels and industry, maintaining its 
high plateau of expenditures on new 
fixed equipment, was also stimulating 
activity by making some formidable 
additions to stocks. Now it has been 
seen that the direct impact of the steel 
stoppage was not severe; industrial out- 
put (seasonally adjusted) fell by no 
more than five points in July, to 136. 


Stocks and Prices 


It is true that business stocks rose by 
about $7,000 millions in the year to 
June 30 last (but at an annual rate of 
only about $4,000 millions in the second 
half of that period). The restocking in 
the later months was doubtless stimu- 
lated by fears of wider repercussions 
from a steel strike; but the short-term 
prospect for sales suggests that the 
present stock level can be regarded 
rather as a sobering influence in a 
period of high activity than as a threat 
of potential trouble. 

The wage increase of between 7} and 
8 per cent conceded by the steel in- 
dustry naturally could not be met with- 
out a quite substantial addition to 
prices. This increase, widely estimated 
at between $10-12 a ton for ingot steel 
before the settlement was announced, 
has been kept down by US Steel to 
$83, or rather more than 6 per cent. 
Despite some conflicting claims from 
the industry’s spokesmen, it does not 
seem as though its profit margins are 
going to be reduced in the next few 
months. However, the industry also 
asserts (and Wall Street provides some 
supporting evidence) that recent mar- 

















gins have been insufficient to finance 
replacement at current cost, and con- 
tends that its prices will have to rise 
again unless the Government is pre- 
pared to give it, at fairly short notice, a 
‘‘more realistic”? schedule of tax 
allowances both for depreciation and 
obsolescence. 

In these circumstances, since steel 
plays so large a part in general industrial 
programmes, fears of a new impetus in 
inflationary pressures have been in- 
tensified. There is the prospect of 
further wage concessions based on the 
steel settlement, and even before that 
settlement prices were tending to rise, 


with the wholesale level up by about 
3 per cent on the year and the con- 
sumers’ price index reaching a new 
peak of 117 in July. 

The Federal Reserve has lost no time 
in tightening iis policy in the money 
market; in early August the ‘Treasury 
bill rate edged upward, and by the 
middle of the month it had risen to 
2.818 per cent, above the re-discount 
rate of 2? per cent maintained by all 
but two of the reserve banks. Shortly 
afterwards four reserve banks, includ- 
ing New York, raised their rates to 
3 per cent, the level held at Minneapolis 
and San Francisco since April. 


American Economic Indicators 





1956 
1953 1954 1955 
Apr May June July 
Production and Business: 
Industrial production (1947-49= 100). . 134 125 139 143 142 141 #136 
Gross private investment (billion $) 51.4 47.2 59.3 — — 64.2 — 
New plant and equipment (billion $).. 28.4 26.8 28.7 a — 348 36.7 
Construction (billion $) - r 35.3 37.8 43.0 43.4 44.1 44.1 44.4 
Housing starts .. = 1,103 1,220 1,328 106.0 108.0 104.0 — 
Business sales (billion $ 48.4 46.7 51.7 53.2 54.4 543 — 
Business stocks (billion $) 80.3 76.9 82.1 84.4 85.2 856 — 
Merchandise exports (million $) 1,314 1,259 1,293 1,506 1,698 1,687 — 
Merchandise imports (million $) 906 851 948 =990 1,090 1,032 — 
Employment and Wages: 
Non-farm employment (million) 55.6* 54.7 56.5 57.6 58.1 58.6 58.9 
Unemployment (000s) .. a 1,602* 3,230 2,654 2,564 2,608 2,927 2,833 
Unemployment as % labour force 2” $0 4.0 3.9 3.8 4.2 4.1 
Hourly earnings (mfg) ($) 1.77 1.81 1.88 1.96 1.96 1.97 1.96 
Weekly earnings (mfg) ($) 71.69 71.86 76.52 79.0 79.0 79.0 78.6 
Prices: 
Moody commodity (1931=100)4 Fish 328) AL 4nn 413 416414 
Farm products (1947-49 = 100) 97.0 95.6 89.6 88.0 90.9 - 91.2 90.1 
Industrial (1947-49 = 100) is 114.0 114.5 117.0 121.6 121.7 121;5 121.3 
Consumers’ index (1947-49 = 100) 114.4 114.8 114.5 114.9 115.4 116.2 — 
Credit and Finance: 
Bank loans (billion $) 67.6 70.6 82.8 85.3 86.0 87.7 — 
Bank investments (billion $) 78.1 85.3 78.3 74.7 73.66 72.8 — 
Bank loans (weekly) (billion $) 23.4 22.5 26.7 27.8 27.8 28.8 28.6 
Consumer credit (billion $) 29.5 30.1 36.2 35.9 366 37.1 — 
Treasury bill rate (%) .. 1.93 0.95 1.75 2.61 2.65 2.53 2.33 
US Govt Bonds rate (%) 3.16 2.70 2.94 3.10 3.03 2.89 2.97 
Money supply (billion $) a .. 200.9 209.7 215.7 212.4 211.2 212.9 -— 
Federal cash budget (+ or -) (mill $)  -6,153 1,082 -740 — 4,531 -— — 


NotEes—Latest figures are preliminary or 
estimated. Yearly figures are given for 
private investment and equipment for 
1953-55 and then quarterly figures at annual 
rates. Construction figures show monthly 


averages 1953-55. Business sales and stocks, 
money supply, bank loans and consumer 


credit show amounts outstanding at the end 
of the period. 
shows high and low 1953-55, and end-month 
levels. Weekly bank loans are derived from 
partial returns only. 
cash totals 1953-55 and then quarterly. 
* Old basis. 
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Moody’s commodity index 


Budget figures are 
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Backing up enterprise the world over 




















Oil, gold and rubber, cotton, coal and tea—these precious commodities are 
the very lifeblood of trade. All over the globe, money, skill and labour are 
engaged in winning these vital materials for the world’s markets. 

Such enterprise deserves the unique services of the First National City 
Bank. With sixty-six overseas branches, offices and affiliates and with a 
banking correspondent in every important centre of commerce— over three 
thousand in all—the First National City Bank has a complete and up-to- 
the-minute knowledge of the world’s markets. 

And in London, this world-wide organization is at your service, too. 
Whatever your interests and wherever they may be, the London staff will 
be able and anxious to help. You will find their experience and special 
knowledge of international trading invaluable. 


The FIRST 
NATIONAL CITY BANK 
of New York 
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INTERNATIONAL 


REVIEW . 








Argentina 


STERLING CREDIT ?—A_ consortium of 
British banks headed by Baring Brothers 
is considering a credit to Argentina of 
some £20 millions, or possibly more, for 
financing purchases of capital goods 
from Britain. 

TRADE MISSION— Talks are proceeding in 
London within the framework of the 
new multilateral payments scheme ar- 
ranged with ten European countries. 
RISE IN FREE PESO—The Argentine 
authorities have taken steps to divert to 
the free market part of the demand for 
foreign exchange previously satisfied at 
the official rate. Importers of raw 
materials, fuel and other essentials may 
now in certain circumstances have to 
obtain part of their foreign exchange in 
the free market. ‘This follows the im- 
pressive rise in the value of the peso in 
the free market set up by the exchange 
reform scheme introduced in November 
last. From the level of about 85 to the 
pound at which it stood when the market 
opened, the peso dropped to about 130 
in February of this year, but in recent 
months has moved back to about 80— 
reducing the premium on foreign ex- 
change on the official parity to about 
30 pesos. Exporters have been com- 
plaining that their business is being 
handicapped by this rise. 


Australia 


TRADE TALKS WITH UK—Trade talks with 
the United Kingdom begun during the 
conference of Commonwealth Finance 
Ministers in June were suspended in 
August; a joint statement explained that 
they would be resumed in September. 
The discussions had recognized ‘“ the 
fundamental inter-dependence of the 


two countries in trade matters ’’ and had 
given considerable attention to measures 
designed to help Australia’s balance of 





payments and aid the removal of its 
quantitative import restrictions. Special 
attention will now be given to the 
possibilities of expanding Australia’s 
traditional exports to Britain, especially 
wheat. 


Brazil 


NEW EX-IM LOAN—Financial negotiations 
with the United States have resulted in 
an agreement that will assure American 
backing for the Kubitschek Govern- 
ment’s development programme, the 
total foreign exchange cost of which has 
been estimated at $1,000 millions. 
Initially, US aid will be in the form of 
Export-Import Bank credits worth $151 
millions for financing rail re-equipment, 
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port improvement and the expansion of 
hydro-electric power production. It has 
also been indicated that additional 
credits may follow. The easing of repay- 
ment conditions for the $800 millions of 
existing debts to the United States re- 
quested by Brazil during the talks was 
turned down, but the Export-Import 
Bank agreed to make adjustments later 
if Brazil’s dollar holdings should drop 
below levels recognized as essential to 
basic economic requirements. 

In a report issued after the completion 
of his first six months in office, President 
Kubitschek asserted that the political 
situation was becoming more calm. He 
stated that inflation would have to con- 
tinue for a while, but that the outlook 
was promising. Government spending 
was being reduced and the balance of 
payments improving. President Kubits- 
chek defended the recent decree fixing 
new minimum wage rates (which has 
been criticized by both employers and 
employees) on the grounds that it was 
an essential stop-gap measure pending 
the re-establishment of economic equi- 
librium. He stated that he hoped to 
introduce new legislation to improve 
confidence among foreign investors. 


Canada 


BANK RATE UP AGAIN—The Bank of 
Canada raised its discount rate from 3 
to 3} per cent on August 9. This com- 
prised the fifth rise in just over a year, 
and carried the rate to a new peak. 
When the upward movement started in 
August, 1955, the rate was standing at 
13 per cent. ‘The adjustment came 
shortly after a statement by the Bank of 
Canada expressing official concern about 
mounting inflationary pressures and urg- 
ing a slow-down of large capital invest- 
ments to avoid the competitive bidding 
up of prices and costs. In recent months 
a tightening of credit conditions in the 
open market has forced the commercial 
banks to make increased use of central 
bank facilities, and has increased the 
influence of Bank rate in the market. 


Ceylon 


PROFITS TAX UP—The budget for 1956-57 
provides for an increase in the rate of 
company ta’ from 34 to 39 per cent; 
and it reduces duties on a fairly wide 
range of consumer goods. Lower priced 
motor cars will bear lower duties in 
future, but duties on more expensive 
models will be raised. In its final form 
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the budget leaves a deficit of Rs 150 
millions to be covered by borrowing. 

The chairman of the Ceylon Associa- 
tion of Manufacturers has stressed the 
need to create business confidence in 
Ceylon, which is now stated to be at a 
low ebb. He urged the Government 
to make a clear-cut statement setting out 
its policy towards private capital, both 
indigenous and foreign. 


Egypt 

STERLING ACCOUNTS BLOCKED—Following 
Colonel Nasser’s seizure of the Suez 
Canal, the British authorities took steps 
at the end of July to place a general ban 
on the use of sterling standing to the 
credit of Egyptian accounts in Britain 
and at the same time to exclude Egypt 
from the transferable account area. It 
is believed that, in addition to the £105 
millions on Egypt’s blocked sterling 
accounts (the next release from which is 
not due until next January), the British 
move affected about £25 millions of 
sterling held in No 1 accounts—which 
are ordinarily freely available for pay- 
ments transactions anywhere outside the 
dollar area. ‘The administration of the 
ban and other economic measures taken 
against Egypt by Britain are reported on 
page 539. See also page 549. 


France 


CREDIT CURBS TIGHTENED—Three steps 
have been taken to discourage the crea- 
tion of credit. ‘The minimum proportion 
of resources that commercial banks must 
keep invested in Treasury bills has been 
raised from 21 to 25 per cent; the 
minimum deposit on hire-purchase trans- 
actions has been raised from 20 to 25 
per cent; and the ceiling on credit 
creation by hire-purchase finance houses 
has been cut from ten times the value of 
their own capital resources to eight times 
that value. 

LOANS FOR ALGERIA—Final Government 
plans for dealing with supplementary 
expenditure incurred in Algeria during 
1956 provide for heavy Government 
borrowing along with some minor adjust- 
ments in tax rates. If the loan plan is 
not successful, however, taxes will be 
raised further. The Prime Miuinister, 
M Mollet, has announced that the 
country must follow a policy of austerity 
to pay for the war in Algeria and prevent 
both inflation and devaluation. As 4 
first measure both prices and wages 
would be pegged. 
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PAYMENTS GAP GROWS—The trade deficit 
in the first six months of the year 
reached Frs 176,000 millions, nearly 
three times its level a year earlier. The 
country’s EPU deficit rose anew in July 
to the equivalent of US $70.6 millions, 
the highest ever. In July, 1955, there 
was a surplus of $26 millions. 


Germany 


HUGE EPU SURPLUS—West Germany 
earned a surplus of $107 millions in 
EPU transactions in July, following sur- 
pluses of $114 millions in June and $86 
millions in May. See also page 535. 
CAPITAL EXPORTS RISE— The central bank 
authorized investments abroad to a total 
of DM 162 millions in the second quarter 
of 1956, an amount well above recent 
quarterly averages. Since the first sanc- 
tioning of investment abroad at the 
beginning of 1952, approval has been 
given for transactions involving a sum 
of DM 1,070 millions. 

Agreement has been reached with 
representatives of holders of the Potash 
Loan for a settlement of German obli- 
gations, in part by cash payments and 
in part by the issue of new bonds. 


India 

“TOO AMBITIOUS ’? PLANNING—A special 
mission of the World Bank which investi- 
gated the Government’s second five- 
year plan finds it ‘‘somewhat too ambi- 
tious”’. It urges caution in resorting to 
deficit financing and greater emphasis 
on raising revenue by more realistic 
pricing of Government-provided services 
and benefits. In raising additional taxa- 
tion, care should be taken to avoid such 
increases as might impair the incentives 
or resources available to private enter- 
prise. 

EXTERNAL DEFICIT RISING—T rade figures 
have shown a marked deterioration since 
the beginning of 1956 and it has been 
suggested that the deficit in the country’s 
external payments that the Government 
has been seeking to establish for policy 
reasons for a number of years, may now 
be growing at an uncomfortable pace. 
FREER EXCHANGE DEALINGS— The Reserve 
Bank has given permission for author- 
ized foreign exchange dealers to do 
business in Canadian and American 


dollars with effect from September 3. 
Spot transactions, which hitherto were 
at parity rates, may now take place at 
any rate within the official range of the 
Bank of England’s dealing rates. In 
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June the bank gave permission to 
authorized dealers to arrange arbitrage 
transactions in the principal EPU cur- 
rencies with banks in Western European 
countries. 


Indonesia 


DEBT REPUDIATION — The Indonesian 
Government has announced its intention 
to repudiate public debts to Holland, 
but has stated that it will continue to 
provide the service on debts to other 
countries incurred by the Netherlands 
East Indies Government and taken over 
by the republic when it came into being 
in 1949. According to an official com- 
munique the debts repudiated amount to 
F1 4,081 millions and those on which 
service will be continued to FI 420 
millions. But the Netherlands Foreign 
Ministry has suggested that the sum 
involved in the repudiation amounts to 
only F1650 millions. ‘The Indonesian 
authorities justified their decision on the 
grounds that the debts were incurred by 
the NEI Government mainly in financing 
the war against the republic before its 
independence was recognized. 
INFLATIONARY PRESSURE—In his annual 
report, the president of the Bank of 
Indonesia pointed out that production is 
decreasing and asserted that the funda- 
mental weakness of the economy is the 
tendency for the money supply to in- 
crease much faster than output. Govern- 
ment deficit-financing will mean, he said, 
that the anti-inflationary measures taken 
towards the end of 1955 will prove 
insufficient. He stressed that additional 
foreign investment cannot be expected 
until the monetary situation has been 
stabilized. 


Irish Republic - 


IMPORT LEVY RAISED—In view of the 
continued deterioration in the balance 
of payments, the Government has in- 
creased the special levies on imports 
imposed last March. The new full rate 
is 60 per cent and the preferential rate 
40 per cent. The Finance Minister, Mr 
Sweetman, has estimated that the new 
restrictions will achieve a save of £5 
millions of foreign exchange a year. 

The foreign travel allowance has been 
cut from £100 to £75. 


Japan 


STERLING BALANCES FALL—There has 
been a sharp fall in official holdings of 
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sterling—from £100 millions at end- 
April to £56 millions at end-July. This 
is thought to have been due in part to 
an increase in Japanese spendings on 
sterling area products and increased use 
of sterling for “‘ third country ”’ trade. 
Another important factor has been a 
tendency for Japanese banks to econo- 
mise in the use of sterling usance 
facilities because of the high rates of 
interest obtaining in London. ‘To re- 
plenish their London working balances, 
the banks have been compelled to buy 
sterling from the central bank. 

TIGHTER MONEY—The Bank of Japan 
has announced that it may reduce the 
credit facilities available to commercial 
banks at the minimum rate of 7.3 per 
cent. Loans in excess of these limits are 
made at progressively rising rates. The 
commercial banks have been asked to 
exercise restraint in lending. 


Lebanon 


’ 


TAXING ‘‘ PIPED’? OIL—A law has been 
passed imposinz taxation retro-active to 
1952 on companies that “ pipe”’ oil 
through the Lebanon, but it has been 
indicated that if a satisfactory royalty 
arrangement can be reached, a special 
agreement might be made to exempt the 
Iraq Petroleum Company from the new 
taxation. 


Libya 


MORE AID FROM UK—The British authori- 
ties have agreed to increase financial aid 
to Libya by £250,000 a year during 
1956 and 1957 to cover the deficit in the 
Libyan budget. Hitherto they have 
transferred £3,750,000 to Libya each 
year under the terms of the Anglo- 
Libyan Agreement of 1953 permitting 
Britain to maintain troops on Libyan soil. 


Malaya 


CENTRAL BANK PL*N—The Gove-nments 
of the Federation of Malaya and Singa- 
pore have decided that there shall be 
one central bank for the two territories. 
Its headquarters will probably be in 
Singapore, but it is expected that the 
Federation, as the bigger partner, will 
want to contribute two-thirds of the 
capital and appoint the majority of the 
directors. 

A further slight fall in the value of 
the Malayan dollar in terms of sterling 
has been attributed to the rising trend 
of imports. 


Netherlands 


MONEY RATES RISING—Money rates have 
hardened further, carrying the three- 
months Treasury bill rate to over 3 per 
cent, and leading to a Bank rate advance 
from 3 to 3} per cent. This trend is 
thought to be attributable in part to an 
outflow of short-term funds attracted by 
the higher rates prevailing elsewhere, an 
outflow that has contributed to the 
steady loss of exchange reserves. 

A new hire-purchase finance house, 
the Netherlands Retailers Financing 
Bank, has been established with a capital 
of Fls 5 millions. 


New Zealand 


TAX RELIEFS WITHDRAWN—For the first 
time for seven years the budget makes 
no tax concessions. On the contrary, it 
reduced the special income tax rebate 
from 20 to 10 per cent, with a maximum 
of £40 instead of £75, and abolishes the 
special depreciation allowance. After 
these changes, revenue for 1956-57 is 
estimated at £204.1 millions, showing a 
surplus of £3.7 millions. 

Mr Watts, the Finance Minister, ex- 
plained that consumption and develop- 
ment were still at a higher level than 
could be maintained with safety; the 
continued fall in external reserves during 
the past year and the high level of 
internal demand demonstrated that the 
disinflationary measures taken in the 
1955-56 budget had to be sustained and 
carried a stage further. 

IMPORT POLICY—Mr Watts has issued a 
number of warnings about possible new 
cuts in imports in recent months, but 
details of the 1957 licensing procedure 
for goods other than motor cars (which 
are to be the subject of a_ special 
announcement later) show no major 
changes when compared with last year. 


Nigeria 

BANK INVESTIGATION—The UK Colonial 
Secretary, Mr Lennox-Boyd, has ap- 
pointed a Commission of Enquiry to 
investigate the crisis that has developed 
in Eastern Nigeria over the placing of 
public funds in the African Continental 
Bank, a commercial bank set up a 
number of years ago by local interests 
led by Dr Azikiwe, now Premier of 
Eastern Nigeria and formerly chairman 
of the bank. 

The British Government’s decision 
has been criticised by Dr Azikiwe’s 
Government on the grounds that it 


589 








represents a direct challenge to the con- 
tinued existence of constitutional govern- 
ment in Eastern Nigeria. His party has 
called upon all its supporters to with- 
draw their money from the Bank of 
British West Africa and has urged the 
Government to review its banking policy 
with a view to ending all financial 
transactions with this and other British 
banks in the country. 


South Africa 


NEW FINANCE MINISTER—Mr Naude, a 
former member of the Johannesburg 
Stock Exchange, has been appointed 
Finance Minister, succeeding Mr Louw, 
who has resigned in order to devote 
himself exclusively to his work as 
Minister for External Affairs. Mr 
Naude’s financial views are said to 
reflect “‘ an appreciation of the depend- 
ence of the South African economy on 
the overseas investor ”’. 

RESERVE BANK’S APPRAISAL—A detailed 
analysis presented to the annual meeting 
of the Reserve Bank by Dr Arndt, 
deputy governor, has stressed the basic 
soundness of the Union’s economy, 
attributing the slower tempo of business 
activity since the middle of 1955 to 
a slackening in investment spending, 
a contraction of the inflow of funds 
from abroad and a decline in_ the 
prices of some of the count y’s more 
important agricultural exports. Dr 
Arndt emphasized that the authorities 
were not engaged on a credit squeeze 
and argued that existing official policies 
were not responsible for the shortage of 
funds in the capital market. 


Turkey 


TURKISH £ STEADIER—There have been 
signs of a marked improvement in ex- 
ternal payments. Exports have risen 
sharply while imports have fallen, and 
there has been a check to the steep 
decline in the value of the Turkish 
pound on international free markets. 

The Government has decided to 
establish an Import-Export Bank to 
regulate the country’s foreign trade. 
Among other duties it would control 
the allocation of foreign exchange for 
imports, a task now handled by the 
central bank. 


Uruguay 


EXCHANGE DEPRECIATION—In an effort 
to check the deterioration in external 
payments, the exchange system has been 
extensively revised, with the broad effect 
of reducing the value of the peso in 
terms of foreign currencies by elaborating 
the structure multiple rates. Exporters 
will be required to sell part of their 
exchange to the central bank but may 
retain a percentage for sale in a special 
market. As there are eleven different 
retention percentages for various cate- 
gories of exports, there will be eleven 
rates of exchange for this trade, several 
more than previously. Importers of 
basic goods will get exchange at a rate 
of 2.1 pesos to the US dollar, but ex- 
change for other items and for invisible 
transactions will have to be obtained in 
the free market where rates have recently 
been running at a level of about 12 pesos 
to the £. 





Midland Bank’s New CGM 


THE banking world was shocked to learn in late July, after the last issue of The 
Banker had been prepared for press, of the sudden death of Mr Joseph Fitton, 
less than four months after his appointment as a chief general manager of the 
Midland Bank jointly with Mr Oswald Wood. Mr Fitton was born in 1901 at 
Dewsbury, Yorkshire, and entered a local branch of the Midland Bank at the 
age of sixteen. After service in Leeds, Birmingham and Liverpool he came to 
head office in 1945 as a general manager’s assistant. He became an assistant 
general manager in 1947, a joint general manager in 1951, and an assistant chief 


general manager in 1955. 


The successor to Mr Fitton as a joint CGM is Mr F. E. G. Hayward, a joint 
general manager since 1951. Mr Hayward, a Londoner, entered the Midland at 
head office in 1909 and subsequently gained experience at a number of London 
branches. In 1941 he returned to head office as assistant general manager. 

The Midland Bank also announces the appointment of Mr E. R. Walker, 
hitherto an assistant general manager, as a joint general manager, and of Mr C. 
Bosworth, a general manager’s assistant, as an assistant general manager. 
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APPOINTMENTS 





Barclays Bank—Head Office: Mr R. J. H. 
Gillman to be secretary of the Bank on 
retirement of Mr Tickle; Mr O. C. Cundy 
to be principal, Staff Training Centre, on 
retirement of Mr Tonkyn. Maidstone and 
Canterbury District Head Office: Mr C. R. 
Ling from Southend-on-Sea to be district 
manager. Birmingham Foreign Branch: Mr 
W. E. Dawson to be manager on retirement 
of Mr Parker. London, Hyde Park Corner: 
Mr N. R. Doling from Pall Mall to be 
Birkenhead, Charing Cross: Mr 


manager. 
W. W. Kellow from St Helens to be 
manager. Canton and Cardiff, Victoria 


Park: Mr G. P. Thomas from Roath Park 
to be manager on retirement of Mr Morris. 
Cardiff, Principality Bldgs, Queen St: Mr 
J. Howell from Roath to be manager. 
Cardiff, 121 Queen St: Mr J. R. Thomas to 
be manager. Hadleigh, Essex: Mr G. F. 
Grenfell from Ilford to be manager. [Ips- 
wich, St Peter’s: Mr C. W. Anthony from 
Princes St, Ipswich, to be manager. Leigh- 
on-Sea, Highlands and 1301 London Rd: 
Mr J. W. O. Hughes from Chelmsford to 
be manager. Liskeard: Mr C. W. Marsh 
from Birkenhead to be manager on retire- 
ment of Mr Hill. Reeth: Mr B. T. Hart 
from Northallerton to be manager on retire- 
ment of Mr Scarr. Roath: Mr E. Morris 
from Cardiff to be manager. Roath Park: 
Mr I. Maddocks from Cardiff to be manager. 
Southend-on-Sea, 24 High St: Mr H. J. 
Hattey from Westcliff-on-Sea to be manager. 
Sudbury, Suffolk: Mr L. E. H. Williams 
from Ipswich to be manager on retirement 
of Mr Ladbrooke. 

British Linen Bank— Alexandria: Mr J. M. 
Macdonald from Killearn to be manager on 
retirement of Mr Still. 

Clydesdale & North of Scotland Bank— 
Aberlour: Mr A. Emslie from Strathdon to 
be manager on retirement of Mr Anderson. 
Carnoustie: Mr A. Dickson from head office 
to be manager on retirement of Mr 
McKinnon. Strathdon: Mr G. Mackie 
from Peterhead to be manager. 

District Bank—Bath: Mr W. H. Hunter 
from Worcester to be manager. Hereford: 
Mr Joseph Collinge from Leicester to be 
manager. Liverpool, Waterloo: Mr. Stanley 
Thomson to be manager. 

Lloyds Bank—Head Office: Mr. J. E. H. 
Barnfield from Eastern Branch, has been 
appointed for special work under general 
managers; Advance Dept: Mr J. D. White 
from Sunderland to be an assistant con- 
troller; Staff College: Mr. W. D. Evans 
from district office, South Wales, to be an 
instructor. London—City Office: Mr 
R. E. H. Norris to be deputy manager; 
Langham Place: Mr C. K. M. Roles from 
Ealing to be manager. Elland: Mr G. E. 


Wood from Huddersfield to be manager 
on retirement of Mr Tomlinson. Newcastle 
upon Tyne: Mr A. J. Baxter to be overseas 
department manager. 


Ross-on-Wye: Mr 
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H. C. F. Grant from Northampton to be 
manager. Sidcup: Mr 'T. C. Atherton from 
Torquay to be manager on retirement of 
Mr Rees. Swansea, Uplands: Mr L. E. 
Jones from Porthcawl to be manager on 
retirement of Mr Williams. Walton-on- 
Thames: Mr 'T. Wilson from Fareham to be 
manager on retirement of Mr Marsh. 
Martins Bank—Trustee Dept: Mr H. C. S. 
Whalley to be manager on retirement of Mr 
W. S. Roberts. Birmingham, City Office: 
Mr A. E. Teasdale from Northampton to 
be manager on retirement of Mr Wood. 
Birmingham, Markets Branch: Mr D. W. 
Hall from Derby to be manager. Leeds: 
Mr J. Servant to be Leeds district general 
manager on retirement of Mr T. A. Samuel. 
Mr J. A. McGregor to be assistant district 
manager. Northampton: Mr R. M. Whit- 
lock from Markets Branch, Birmingham, to 
be manager. 

Midland Bank—Bedlington: Mr M. F. 
Stewart to be manager on_ retirement 
of Mr J. Chaston. Dolgelley: Mr W. T. 
Ellis from Holyhead to be manager on 
retirement of Mr J. K. Davies. Llandudno 
Junction: Mr I. M. Jones from Llanwrst to 
be manager in succession to the late Mr 
S. T. Hughes. Saltburn-by-the-Sea: Mr 
H. Middleton from Middlesbrough to be 
manager on retirement of Mr W. S. Gar- 
wood. Sheffield Moor: Mr R. G. Summers 
from Market St, Bradford, to be manager 
on retirement of Mr W. S. Bishop. 
National Provincial Bank — Overseas 
branch: Mr W. C. Walgate to be sole 
manager on retirement of Mr Drake; Mr 
R. C. Spratt and Mr L. O. Baker to be 
deputy managers, and Mr R. T. Hilder to 
be assistant manager. London — Tooting 
Broadway: Mr D. F. Bland from City office 
to be manager on retirement of Mr Thomas. 
Bournemouth: Mr L. A. O. Hewett from 
Brighton to be manager on retirement of 
Mr Dain. Bridgend: Mr G. G. Price to be 
manager on retirement of Mr George. 
Brighton: Mr P. G. S. Mann from’ Advance 
Dept to be manager. Burton-on-Trent: Mr 
A. C. Wood from Shipley to be manager 
on retirement of Mr Moore. Newton Abbot: 
Mr N. R. Shute from Plymouth to be 
manager on retirement of Mr Wormwell. 
Shipley: Mr 'T. W. Clark from Huddersfield 
to be manager. 

Royal Bank of Scotland—Cumbernauld: 
Mr J. H. O. Jackson from Ayr to be manager. 
Westminster Bank—London—FEaling Com- 
mon: Mr G. P. Fisher from Kensington to 
be manager; Hendon: Mr N. E. White 
from Caxton House, Westminster, to be 
manager; Zooting: Mr W. J. Reeves from 
Ealing Common to be manager on retire- 
ment of Mr Smith; Westminster Bridge Rd: 
Mr A. M. Andrew to be manager on retire- 
ment of Mr Williams. Guildford: Mr E. C. 
Bilborough from Hendon to be manager on 
retirement of Mr Pye. 











Trend of “Risk ’’ Assets 


(£ millions, except for italicized figures, which show percentages of gross deposits) 
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Change on Change 
1955 1956 latest on 
July May June July month year 
Barclays: 
Advances 428.2 366.9 380.1 371.3 —- 8.8 — 56.9 
Ye 31.2 27.8 28.4 47.8 
Investments 468 .9 450.5 445.6 465.6 +20.0 — 3.3 
% 34.2 34.1 33.3 34.5 
Lloyds: 
Advances 364.8 338.7 348.9 347 .6 - 1.3 —- 17.2 
% 31.5 30.5 30.7 30.8 
Investments 385.8 374.1 356.4 361.8 + 5.4 — 24.0 
% 33.3 33.7 3i J 32.0 
Midland: 
Advances 445.5 406 .4 420.7 412.3 — 8.4 — 33.2 
% 32.3 30.3 30.4 30.5 
Investments 490.0 462.3 462.3 462.3 + — 27.7 
% a 35.5 34.4 33.4 34.1 
National Provincial: 
Advances 293.6 267 .3 278.5 271.1 — 7.4 — 22.5 
% 36.3 35.8 36.5 35.7 
Investments 226.0 211.6 211.6 211.6 — — 14,4 
a 27.9 28 . 3 27.7 27.9 
Westminster: 
Advances 297.1 259.7 270.1 258.2 —11.9 — 38.9 
% 35.9 32.3 353.5 32.1 
Investments 265.6 249.3 249.3 249.3 —- — 16.3 
% 32.1 31.0 30.9 31.0 
District: 
Advances 74.9 63.0 69.3 66.1 — 3.2 — §8.8 
% 31.7 27.6 30.3 28.7 
Investments 80.7 73.6 y 2 73.1 — — 7.6 
% 34.1 32.2 32.0 31.8 
Martins: 
Advances 103.1 92.6 91.2 88.1 —- 3.1 — 15.0 
% 34.6 31.8 30.1 29.9 
Investments 88.9 85.2 80.9 85.2 + 4,3 — 3.7 
% - oi 29.9 29.2 26.7 28.9 
Eleven Clearing Banks: 
Advances 2,134.8 1,909.6 1,975.0 1,929.8 —45.2 — 205.0 
% 33.3 31.1 31.5 30.9 
_ Investments 2,097.8 1,990.3 1,962.8 1,993.0 +30.2 — 104.8 
% 32.8 32.4 31.3 31.9 
Trend of Bank Liquidity* 
1955 1956 
Jan Mar June July Dec Jan Feb Mar May June July 
% % % % % % % % % % % 
Barclays 34.1 28.8 30.3 32.2 37.9 39.1 35.7 34.5 35.0 34.7 35.4 
Lloyds 35.1 31.1 30.6 31.6 34.4 34.4 32.3 32.3 31.6 33.1 33.9 
Midland 35.4 30.1 2.1. 29.6 33:2 37.7 33:3 3.8 21.9. 32:6 Be 
National Prov =? 27 32.3 33.7 Bs BO HM. 3.2 B32 Bs hee 
Westminster... 32.6 29.7 28.1 29.1 36.3 37.7 34.7 33.1 32.4 31.3 33.7 
District 31.2 31.5 30.8 31.8 39.9 41.0 36.1 37.2 36.0 34.1 36.1 
Martins >. 90.9 28.5 31.6 32.7 39.8 3.8 33.6 33.3 35.1 399.3 Ba 
All Clearing 
Banks |. 34.4 29.9 30.1 31.3 37.4 37.6 34.3 33.1 33.2 33.5 34.4 


* Cash, call money and bills shown as percentage of gross deposits. 
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Average: 
of Months: 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 


1931 
1932 
1933 
1934 
1935 
1936 
1936 
1937 
1938 


1939 
1940 
1941 
1942 
1943 
1944 
1945 


1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1951: 
Oct 
Nov 
1955: 
July 
1956: 
May 
June 


July 


Net 
Deposits 

{mn 
1,759 
1,727 
1,628 
1,618 
1,610 
1,615 
1,661 
1,711 
1,745 
1,751 


1,715 
1,748 
1,909 
1,834 
1,951 
2,088 
2,160 
2,225 
2,218 


2,181 


Liquid Invest- 
Assets Ratiot ‘TDRs ments 
mn % {mn 
680 38 a 325 
658 37 aa 39] 
581 35 —~ 356 
545 33 — 341 
539 32 — 286 
532 32 — 265 
553 32 -- 254 
584 33 — 254 
568 32 —- 257 
596 33 — 258 
560 32 _ 301 
611 34 —- 348 
668 34 —- 537 
576 31 — 560 
623 31 — 615 
692 32 — 614 
713 32 — 643 
683 30 —— 652 
672 30 — 637 
648 29 — 608 
785 31 73 666 
676 23 495 894 
712 22 642 1,069 
723 20 1,002 1,147 
788 19 1,387 1,165 
886 19 1,811 1,156 
1,280 25 1,492 1,345 
1,646 29 1,308 1,474 
1,703 29 1,284 1,479 
1,920 32 983 1,505 
2,345 39 430 1,505 
2,308 38 247 1,624 
2,097 34 — 1,983 
2,201 35 — 2,163 
2,190 34 — 2,321 
2,098 33 — 2,149 
2,423 39.1 177 1,555 
1,981 32.0 108 2,033 
2,008 31.3 — 2,098 
2,042 33.2 -— 1,990 
2,109 33.5 —- 1,963 
2,146 34.4 — 1,993 


* Ten clearing banks for 1921-35, thereafter eleven 
+ Ratios to gross deposits, i.e. including items in course of collection. 


Ways and Means Advances: 


Bank of England 
Public Departments 


Treasury Bills: 
Tender 
Tap 


Banking Trends since World War I* 


Advances 
{mn 
833 
750 
761 
808 
856 
892 
928 
948 
991 
962 


919 
844 
759 
753 
769 
839 
865 
954 
976 


991 
955 
858 
797 
747 
750 
768 


888 
1,107 
1,320 
1,440 
1,603 
1,822 
1,838 
1,731 
1,804 
2,019 


1,897 
1,925 


2,135 
1,910 


1,975 
1,930 





Combined 
Ratiof 
O/ 
/O 


55.7 
64.0 


66.1 
63.4 


62.8 
62.8 


except for italicized line for 1936. 





Floating Debt 
July 28, 
1956 
{mn 


Aug 20, 
1955 


{mn 
257.8 


3,320.0 
2,027.8 


5,605 .6 





3, 
1, 


4, 


4.0 
247.5 


340.0 
244.2 


835.7 


593 


Aug 4, 
1956 
{mn 

0.2 
226.4 


3,360.0 
1,218.5 


4,805.1 


Aug 11, 
1956 
{mn 


231.8 


3,390.0 
1,161.2 


4,783 .0 


Aug 18, 
1956 
{mn 

0.7 
262.4 
3,420.0 

1,355.6 


5,038.7 








National Savings 


















(£ mn) 
Change 

Savings in Total Total 

Certi- Defence Savings Total Accrued Defence Remain- Remain- 

ficates Bonds Banks Small Interest Bond ingIn- ing In- 

(net) (net) (net) (net) Maturity vested* vested 
1948-49 .. — 6.6 —- 6.4 +39.8 +26.8 102.8 -52.1 +59.5 6,101.9 
1949-50 —23.4 —-18.6 -29.7 -71.7 100.8 -0.9 +24.2 6,126.7 
1950-51 .. -— 5.5 -20.7 - 64.7 —- 90.9 95.3 -— + 4.1 6,130.8 
1951-52 +19.8 -14.7 - 90.3 —- 85.2 94.1 -42.6 —36.5 6,094.3 
1952-53 .. +20.8 —-11.3 -131.6 -122.1 88.3 -45.5 -73.4 6,020.9 
1953-54 .. +19.0 +0.3 - 79.3 - 60.0 88.6  -38.4 -12.2 6,008.7 
1954-55 +45.8 +50.0 - 35.5 +89.5 89.4 16.0 +120.8 6,126.2 
1955-56 .. +20.9 +63.3 - 76.4 -—- 32.7 77.6 -49.0 - 5.8 6,119.0 

1955-56 
April-June +10.2 + 5.7 - 3.0 +12.9 20.0 -3.8 +29.0 6,158.6 
July . +1.8 +0.9 -—-25.2 —- 22.5 i Me ET —15.0 6,143.6 
1956-57 

April-June -17.7 + 4.9 + 3.5 —- 9.3 16.0  -25.2 —16.0 6,103.0 
July . -— 7.7 ++0.8 j}-—-10.1 - 17.0 4.5 -1.6 —-14.0 6,089.0 


* After taking account of net sales through the Post Office Savings Bank of Government 
securities other than defence bonds. 





Britain’s Gold and Dollar Reserves 
(Millions of US dollars) 


Net Gold and Dollar 


Surplus (+) or Deficit (—) Financed by: 



























































Reserves 
Net Special at End 
Years and With With Surplus Ameri- Payments Change of Period 
Quarters EPU* Other or can and in 
Areas Deficit Aid Creditst Reserves 
1946.. — — — 908 — +1123 + 220 2696 
1947.. — — — 4131 — +3513 — 618 2079 
1948.. oo -— -1710 682 + 805 — 223 1856 
1949.. eo — — 1532 1196 + 168 — 168 1688 
1950.. -« +791 + 805 762 + 45 +1612 3300 
1951.. .. —112 — 876 — 988 199 — 176 — 965 2335 
1952.. .. —276 — 460 — 736 428 — 181 — 489 1846 
1953.. .. $115 +433 + 546 307 - 181 + 672 2518 
1954.. .. + 85 +407 + 492 152 - 400 + 244 2762 
1955.. .. —169 — 406 - 575 114 — 181 — 642 2120, 
1955: = 
I . - 1 — 143 — 144 49 —- - 95 2667 
II .. + 56 — 88 —- 32 45 — + 13 2680 
III .. —105 — 240 — 345 10 — — 335 2345 
IV .. —119 + 65 —- 54 10 - 181 —- 225 2120 
1956: 
January ae + 46 + 23 6 o- + 29 2149 
February .. —- 8 +63 + 55 6 — + 61 2210 
March . - 16 + 78 $+ 62 5 — + 67 2277 
I .. — 47 +187 + 140 17 — + 157 2277 
April oo +47 + 47 4 -~ + 51 2328 
May > + 9 + 38 3 —- + 41 2369 
June .. + 16 - 2 + 14 2 — + 16 2385 
II .. + 45 + 54 4+ 99 9 — + 108 2385 
July .. - 19 +3 + i 16 - 7 + 20 2405 


* Portion of deficit or surplus settled in gold (in month following each accounting period). 

+ Payments comprise annual service charges on the US and Canadian loans in each 
December from 1951 to 1955; also, initial payment of $99 mns on funding of EPU debt and 
repayment of $112 mns to IMF in 1954, and further $7 mns on EPU funding in July, 
1955. Credits comprised $4,909 mns in 1946 from US and Canadian loans; $420 mns from 
IMF in 1947-49; and $325 mns from S. African gold loan of 1948. 


594 





gres 
all, 
proc 
lost 
heac 
and 
the : 
appz 
TI 
wort 
not . 
it in 
some 
subje 
altho 
their 
to ap 
tion 
are 
mcre 
squee 
ing 
targe’ 


hire- 











UNITED DOMINIONS TRUST 





Record Results Again Achieved 





Mr. J. Gibson Jarvie on Need for Reduction in Taxation 





HE 34th annual general meeting of 
TT tite Dominions Trust Limited was 

held on August 14 in London. Mr. J. 
Gibson Jarvie (the Chairman) presided and, 
in the course of his speech, said: 

The financial year, which closed on June 30, 
was the most difficult year in our history. 

Yet, in spite of all the difficulties and the 
maddening uncertainties, we have again pro- 
duced record results. The assets of the Group 
have risen from £58,241,773 to £63,543,729 
and the gross Group profits have increased 
from £1,780,288 to £1,816,435. 

Taxation at £941,228 approximates last 
year’s figure. General Reserves are increased 
by £393,200 and the balance in Profit and Loss 
Account carried forward has risen from 
£423,778 to £458,015. Capital and Revenue 
Reserves now amount to over £8,000,000. 

The Board have recommended an increase 
of 14 per cent in the dividend for the year on 
the Ordinary Stock, raising it to 174 per cent. 

I told you last year that within measurable 
time the Dominion subsidiaries, taken together, 
might easily beat the record of the parent 
company and their results this year encourage 
me to repeat that prediction. They have 
made a handsome contribution to the Group 
figures which is doubly important while we are 
facing such vicious Government interference 
here. 


Inflationary Trading Conditions 


The country is in a precarious state: so 
we have been told several times recently. 
Within the last few weeks the Prime Minister 
has said that we are suffering from “ pro- 
gressive poverty’. If that means anything at 
all, it means—unless we call a stop to the 
process and recover the ground which we have 
lost and are losing every day—that we are 
headed for nothing less than economic chaos 
and national disaster. I said this last year and 
the year before that, but the Government have 
apparently only just realized it. 

The rising inflation of recent years has 
worried the Government so they have looked, 
not for a cure, but a scapegoat. They found 
it in hire-purchase, a form of trading to which 
some people are allergic—a reasonably safe 
subject, therefore, for attack. Unfortunately, 
although the Government are still faithful to 
their old scapegoat, they are not yet prepared 
to apply the only effective remedies and infla- 
tion has increased to such an extent that they 
are now obviously frightened. They are 
mcreasing the pressure under their credit 
squeeze still further to reduce domestic spend- 
ing and hire-purchase is still ,their special 
target. 

The refusal by the Government to accept 
hire-purchase and credit sales as a necessary 
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modern part of our economy and their per- 
sistent condemnation of the system and the 
high priority given to restricting it, is clearly 
intended to distract attention from the real 
causes of the present economic disorder. The 
Government must know the real causes of the 
inflation, but beyond an oblique reference to 
wages outstripping production they stubbornly 
refuse to act. 

I repeat what I said last year: the real causes 
of inflation are profligate Government spending 
and the inability of production to keep up 
with the rising spiral of wages. The result is, 
of course, penal taxation which is placing an 
insupportable burden on industry and com- 
merce and destroying all incentive and ambition 
in individuals. 

What the country needs is a tonic. And the 
best stimulant the Government could provide 
would be an immediate and substantial lighten- 
ing of the dragging weight of taxation. 


U.D.T.—The Commonwealth and 
the Future 


In spite of every conceivable discouragement 

have never lost my belief in our ultimate 
regeneration, nor have I lost faith in the 
Commonwealth. ‘That is where the future of 
the U.D.T. Group lies. ‘The Dominions 
have made it quite clear that they welcome 
our investment and the Company has, with 
capital in Dominion subsidiaries supplemented 
by loan funds, already contributed in no small 
way to industrial, commercial and agricultural 
improvement and expansion throughout much 
of the Commonwealth. 

It is, I should think, beyond dispute that 
the growth of Dominion industry and com- 
merce can do Britain nothing but good. In 
Great Britain itself, we must be done with 
chafing restraint and find independence and 
courage enough to fight back to the greatness 
we seem to have lost. 

It would be foolish to say that this Company 
had been unaffected by the restrictive measures 
applied generally to the nation and particularly 
to us. We have had a difficult year and there 
seems little doubt that the Government will 
continue to do little to curb their own spending 
and much to restrict the budgets of everyone 
else. So that we can expect no lessening in 
difficulty in our current financial year. But so 
long as the official inhibitions of this country 
do not spread to the Commonwealth, our 
Dominion companies look for another suc- 
cessful year and it is hardly necessary for me 
to tell you that at home we shall redouble 
efforts and invention to extend our business in 
the many fields in which we firmly believe we 
can contribute much to the nation’s prosperity. 


The report and accounts were adopted. 
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BANQUE INTERNATIONALE 
A LUXEMBOURG 


SOCIETE ANONYME 


Head Office: 
Zbis, Boulevard Royal 
LUXEMBOURG 


100 YEARS EXPERIENCE IN INTERNATIONAL BANKING 
The only Note Bank in the Grand Duchy 





REVIEW OF PROGRESS 


Extracts from the report presented by the Board of Directors at the annual 
general meeting held in Luxembourg on May 24. 

The Banque Internationale 4 Luxembourg was founded on April 14, 1856, by 
Grand Ducal decree as Luxembourg’s first bank of issue, and opened its doors 
on August 1, 1856. 

In the course of an eventful century the Bank continued to discharge its main 
function for the benefit of the country’s economy. 


CAPITAL AND RESERVES 


The PBank’s statutes fixed its initial capital in 1856 at Frs. 40,000,000, although the 
first subscription totalled but Frs. 3,000,000. By 1919 this figure had risen to 
Frs. 25,000,000. After severe postwar difficulties, this capital was reconstituted 
at an Extraordinary General Meeting on March 15, 1920. After the second 
occupation the Bank’s capital was further raised to Frs. 30,000,000 in 1947. 


Reserve appropriations were effected consistently from the time the Bank was 
first established, and by December, 1915, they had reached a total of Frs. 
8,650,000. In 1944, after the country had been liberated, the opening balance 
sheet in francs showed reserves as Frs. 28,000,000. By the close of the year 
a review a total of Frs. 86,000,000 had been set aside in the Bank’s reserve 
unds. 
The Bank’s history has been an example of the elementary truth that a bank 
lives by the confidence of the public. 
The number of current, deposit and savings accounts rose steadily, and balances 
had reached the total of Gold Frs. 10m. by the end of the first 25 years. During the 
next 20 years these balances increased regularly at the rate of Gold Frs. Im. a 
year, and totalled Gold Frs. 30m. in 1901. Progress was even more rapid 
thereafter, and by 1920 a total of Frs. 122m. had been reached. At the end of its 
first century of business, the Banque Internationale 4 Luxembourg S.A. could 
point to the proud figure of Frs. 2,500m. comprising balances in current, deposit 
and savings accounts. 
The Bank covers the whole territory of the Grand Duchy, with two branches in 
Luxembourg town and 18 branches throughout the country. This represents a 
density of one bank counter for 2,800 people, compared with 7,550 in Belgium 
and 12,000 in France. | 
Dividends fluctuated around 8% during the 58 years from 1856 to 1914. From 
1920 to 1943, the rate remained steady at 5%, and payments at the same rate 
were resumed in 1948. Since then there has been an upward tendency in divi- 
dend payments, and the rate rose to 6% in 1952 and 1953, and to 7% in 1954. 
The dividend proposed in 1955 again amounts to 5% with an additional Centenary 


dividend of 10%. 
The report and accounts, and the Board’s proposals were adopted. 
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CHUBB & SON’S LOCK AND SAFE COMPANY 





Record Sales and Larger Profit 





Marked Progress in Exports 





Mr. H. Emory Chubb’s Review 





HE 73rd annual general meeting of Chubb 
T nc Son’s Lock and Safe Company, Ltd., 

was held on August 1 at Winchester House, 
Old Broad Street, London, E.C., Mr. H. 
Emory Chubb, C.B.E., M.I.Mech.E., chairman 
and managing director, presiding. 

The following are extracts from his statement 
circulated with the report and accounts for the 
year to March 31, 1956: 

' I am pleased to report the achievement of 
record sales by the Group. Last year I referred 
to the important part being played by our over- 
seas subsidiaries, and this year we see the 
benefit of the capital expenditure invested 
therein. Asa result our gross trading profit has 
increased from £250,258 last year to £370,661. 

During the year we incurred capital expendi- 
ture amounting to £127,000 and from the note 
of capital commitments for home and overseas 
attached to the balance sheet you will realise 
that our expenditure during the coming year is 
likely to be greater still. 


Unsecured Notes 


In my review last year I referred to the 
intention of the Board to issue further Un- 
secured Notes. Arrangements are now being 
made to issue a further £150,000 of Unsecured 
Notes and to add the existing Notes to the new 
issue, making a total of £200,000. 

Hosss Hart & Co. Ltp.—Towards the end 
of the financial year we made an approach to 
Hobbs Hart & Co. Ltd., to take over their 
business by an exchange of shares, and your 
consent to this was received at the Extraordinary 
General Meeting held on May 2. I am glad 
to say that our offer was well received and we 
now have 95 per cent. acceptance of our 
proposals from the Hobbs Hart Shareholders. 


General Trading Conditions 


In order to broaden the basis of our activities 
we are embarking on the manufacture of pro- 
ducts other than our security work in certain 
of our overseas factories. ‘These new lines are 
produced with our normal machinery and are 
likely to prove a worthy standby if at any time 
the sales of our security lines decrease. I 
might mention that in certain overseas markets 
our profit derived from these sources has been 
considerable. 

There are still numerous big institutions 
which are extremely vulnerable to fire ,risk and 
no amount of insurance compensation would 
make up for the dislocation and loss incurred 
by the destruction of vital information. Each 
year we have the privilege of supplying pro- 
tective equipment to companies with world- 
wide reputations, but much more remains to be 
done in this respect. 


Parent Company 


Here marked progress has been made by the 
Export Department which for example has 
supplied 77 per cent. of the total output of this 
country of light safes and fire resistant equip- 
ment to dollar countries, and 58.5 per cent. of all 
heavy security equipment exported. In ad- 
dition, our export, and indeed our home order 
book is well supplied with work which will keep 
us busy for the current year, which is a most 
creditable achievement. ‘The output of locks 
is well in excess of any previous year and several 
important contracts have been obtained both 
at home and abroad. The lock business 
presents many problems of its own but we have 
adhered to quality and not given way to the cry 
for the production of cheap and inferior locks. 


Overseas Activities 


Australia.—Visits here from that country 
are being made by members of the staff, and 
Mr. L. W. Dunham, our Deputy Managing 
Director, called on our various Australian 
branches this year. ‘There are indications 
that competition during the coming year will 
increase, but I feel that we are in a strong 
position to meet such conditions. 

South Africa.—Our sales of security work 
are increasing, but of equal importance is the 
fact that a good advance in the manufacture of 
steel fitments apart from our security work 
has helped towards the increase in turnover 
in this country. I visited South and East Africa 
and was fortunate in making a number of 
satisfactory contacts. 

Canada.—Contrary to the experience of 
many British firms who have established works 
in Canada I am glad to report that at the end of 
its second year Chubb Canada has made a 
satisfactory profit. The factory is being 
extended to cope with the increasing demands 
for security appliances made to the special 
requirements of the country. I hope and 
believe that at the end of the current year I may 
report considerable further expansion. 


Chubb Security Installations Ltd. 


For the first time I would call attention to 
this small and valuable addition to our Sub- 
sidiary Companies now in its fifth year. 
Under the guidance of our Director, Mr. 
H. G. Ansell, it is doing most valuable work in 
the building of strong-rooms and the erection 
of components for banks and important institu- 
tions throughout the country. 

In conclusion I know you would wish me to 
express our gratitude to all of those who have 
contributed to the satisfactory results before 
you, and on your behalf I should like to convey 
your appreciation to all concerned. 
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Decentralisation— 


MARTINS BANK has made a friendly personal 
approach a particular feature of its service to cus- 
tomers. The Bank’s system of decentralisation of 
control into clearly defined districts, with local Boards 
of Directors and District General Managers in each 
District, ensures the full advantage of local know- 
ledge and with the care and consideration of your 
branch manager, the “ personal touch” is achieved. 


TTTTTTTTTTTTETT TITTY TTT TTI TITTT TITTY 


MARTINS BANK LIMITED 


Leeds District Office: - - - - - 28-30, Park Row, Leeds, 1. 
* Liverpool District Office : - - - 4, Water Street, Liverpool, 2. 
Manchester District Office : - - - 43, Spring Gardens, Manchester, 2. 
Midland District Office: - - 98, Colmore Row, Birmingham, 3. 
North-Eastern District Office : - 22, Grey Street, Newcastle upon Tyne, 1. 
LONDON DISTRICT OFFICE: - 68, LOMBARD STREET, E.C.3. 


HEAD OFFICE: WATER STREET, LIVERPOOL, 2. 
Total Assets (at 30th June, 1956) : £328,947,807. 
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TO BANK MANAGERS 
Please consult us—we have been established 
since 1772 — regarding your customers’ 
JEWELLERY, SILVER, COINS and MEDALS. 


We will gladly advise you free of charge 


SPINK & SON, LTD. 





By Appointment : 
To Her Majesty The Quecn 5, 6 and 7 King Street, Tel. : WHItehall 5275 
Medallists St. James’s, LONDON, S.W.1 4 lines 















Leading Firm of Estate Developers To Retired, or ‘ 
with interests in London and Home Bank Managers about to Retire” 


Counties seek building society or > Shep Beesety ‘Dewbioell 
other reputable funds for new Group, would be interested to 
houses. 75°, - 85°/, advances discuss with the above, a proposal 


ith i : . . hich be of mutual interest. 
with insurance indemnity required. which may be of mutual interes 














Please write to Managing Director: 


Box B. S96, Fhe Banker, CITY & TOWN BUILDINGS LTD.” 
9-11 Poultry, E.C.2 
74 Old Christchurch Road, Bournemouth ~ 
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